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THE ROAD THAT LIES AHEAD 


A YEAR PREGNANT WITH OPPORTUNITY AND READJUSTMENT 


O the vision happily unclouded by 
sordidness and undisturbed by 
fleeting events there is disclosed 
upon the horizon of the dawning 

year that which should refresh faith and 
restore confidence. Humanity plods pa- 
tiently onward in the face of disillusionment, 
of fickle expedients and unmindful of blatant 
voices of despair and defeat. The pathway 
through the wilderness of economic and 
social entanglements may seem interminable 
as we arrive at the close of another year of 
depression with its halting and tortuous 
pace of improvement. Back of it all and 
beckoning forward there is the reassuring 
message taught by the accumulated wisdom 
of the ages. It remains true today as of old 
that obstacles which loom up awhile as 
insurmountable, and problems which elude 
the wisest minds, do eventually yield. To 
the querulous and disheartened it may be 
well to ponder at this turn of the year that 
there are vital forces of progress which sus- 
tain the course of civilization and illuminate 
the road ahead. 

This is a period of unrivaled opportunity, 
pregnant with wondrous achievement and 
discovery. Forces of nature, science and 
invention have been released or lie revealed 
which will serve to carry mankind to more 
enlightened standards of material and cul- 
tural welfare. With hunger, want and unem- 
ployment distress stalking in our midst the 
perplexities that arise are not due to impov- 
erishment or lack of ample sources of food, 


supplies and goods. The great problem, 
especially in this land, is one of untamed 
superabundance, of reconciling productivity 
with markets and distribution. The man- 
date of the new year therefore is to find 
ways and means of releasing bountiful 
stores of wealth, production and credit that 
have become frozen because scientific ad- 
justments have not yet been ascertained. 

This is indeed the open season for calam- 
ity howlers and malcontents. Especially 
privileged are the high-browed doctrinaires, 
seated in their comfortable libraries, who 
predict impending disaster. They see col- 
lapse of the system of capitalism. They 
prate glibly of revolutionary changes. Like 
Minerva springing full-fledged from the 
brain of Jove they offer ready-made formulas 
to rebuild economic, industrial and social 
structures overnight. Well-meaning as such 
prescriptions may be, they only result in 
diverting the public mind from fundament- 
als of the existing situation and the realities 
of its domestic and international ramifica- 
tions. 

This depression does not imply the break- 
down of the sytem of capitalism which 
rewards initiative and honest enterprise, 
which mobilizes wealth most efficiently and 
respects rights of property. It does mean a 
return to fundamentals of economic law and 
the legitimate functions of capitalism, the 
wanton abuse and defiance of which through 
gross speculation is more responsible than 
any other single factor for the blind alley 
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into which this nation has been plunged. 
There is no call for violent dislocations or 
revolutionary experiment. On the contrary 
the real road to recovery is one of retrace- 
ment to moorings of security, fortified by 
sound motives of service in business, finan- 
cial and political administrations. 

As frequently reiterated and deserving of 
added emphasis at this stage is that this 
whole problem of persistent depression is 
more than 80 per cent psychological in 
nature. The ablest minds, gathered together 
in conclave in Washington, to support gov- 
ernment agencies of reconstruction, have 
not found the answer. The present adminis- 
tration with all due credit to commendable 
emergency movements set in motion by 
President Hoover, has not brought the prob- 
lem of economic adjustment appreciably 
nearer to solution. The answer is that legis- 
lative and political remedies may at best 
serve to arrest the ruinous course of default 
and emasculation of values and prices. 
They do not, and in fact, are not cal- 
culated to penetrate to the heart of the 
disease. 

It is to the human element, individually 
and en masse, that we must look for the 
key to deliverance. It is the obsession of 
fear and uncertainty which paralyzes all 
business and industry; which stifles initia- 
tive and renders sterile and idle vast poten- 
tials of wealth. How or when this human 
obstacle may be removed is everybody’s 
guess. The chances are it will be a matter 
of attrition hastened by brave and strong 
souls in all walks of life and grades of respon- 
sibility who maintain poise and faith. How- 
ever bleary the prospect may be on the 
threshold of 1933 and whatever the year 
may bring forth, there is this one inspiring 
and unfailing truth. It is the certainty that 
wars, economic chaos, political chicanery 
and all their attendant troop of bogies have 
not and cannot prevail against that eternal 
urge which abides in the human breast, 
which envisages a fairer day of accord in all 
relations between men and nations. 

The important lesson of this depression is 
that business, industry and management 
will respond most promptly to more human 
consideration of the individual; that the 
day of conscienceless finance, ruthless com- 
petition and wasteful exploitation is drawing 
to a close. Refinements and quality of 
public service is the test of success. 


COMPANIES 


IMPORTANT DECISION ON 
RETENTION OF SECURITIES 


we) DECISION of importance and of 
Al great interest to corporate executors 
———_ was rendered by Surrogate Foley, of 
New York, on December 6, 1932, in an ac- 
counting proceeding involving the estate of 
Virginia Kent. The corporate executor qual- 
ified as such early in 1930. The principal 
assets of the estate consisted of 4,736 shares 
of General Electric Company stock and 332 
shares of Goldman Sachs Trading Corpora- 
tion stock. It is the general rule that in the 
absence of specific direction in the will the 
principal duties of the executor are to call 
in the assets of the estate, sell securities and 
distribute to those mentioned in the will. In 
the Kent case the will provided for the pay- 
ment of certain legacies and established a 
trust for the residue of the estate. Had the 
executor sold the securities within a period of 
six months after appointment, there would 
have been sufficient funds in the estate to 
pay the debts and legacies and to establish 
a sizable trust fund. 


But the executor did not sell the securities. 
Market values were fluctuating rapidly and 
the executor considered that it was for the 
best interest of the estate to retain the secu- 
rities in its possession. The decrease in the 
market value of the securities during the 
year was so rapid that at the time of the ac- 
counting they had fallen to the present de- 
pression prices. An attempt was made on 
the accounting to surcharge the executor 
with a loss on the securities. 

In a carefully considered opinion, excerpts 
from which are printed elsewhere in this 
issue of Trust CoMPANIES Magazine, Surro- 
gate Foley reviewed the decisions, called 
attention to the fact that executors and 
trustees are bound by the rules of good faith, 
diligence and prudence and decided that the 
corporate executor was not responsible for 
the loss in value of the securities which it 
retained. He pointed out that the executor 
had been honest in its efforts and should not 
be held liable for a mere error of judgment, 
particularly in view of present financial con- 
ditions, when wisdom after events is the 
standard by which no man should be 
judged. The law does not test the conduct 
of executors and trustees by the standard of 
superlative vision or vigilance. It exacts no 
rigid formula for action. 
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AMERICA’S ROLE IN THE INTER- 
NATIONAL ARENA 


OR the American people and nation 
the coming year is charged with long 

delayed tasks and with inviting op- 
portunities to speed the journey through 
the wilderness ‘‘with faces toward the sun- 
rising.”’ The eyes of the world are centered 
upon this country. People of many lands 
wait upon impending decisions that must be 
made at Washington during the year. What- 
ever may be accomplished toward the 
restoration of healthy conditions at home 
by the ‘‘lame duck” session of Congress or 
through the “new deal” promised by 
President-elect Roosevelt, the fact remains 
that this government is billed for a new 
role in the international arena. Economic 
wisdom and necessity dictate that the 
United States must now take its place in 
the “empty chair’ at the international 
council table. Default of European war 


debt payments to the Treasury, falling due 
December 15th, and a concerted demand 
of allied debtor nations for revision of 
terms, injects realism into America’s foreign 
relations which can no longer be denied or 
evaded on the obsolete plea of “entangling 


alliances.” 


Whether palatable or not to the people 
and Congress, there is no doubting that 
Uncle Jonathan’s sombrero is now cast in 
the international ring. Common sense ap- 
proves because this government’s policy of 
detachment and its puerile pose of “‘unoffi- 
cial observer” has represented wanton 
waste and contributed to political as well 
as economic embroilments. This attitude 
has prevented the United States from exert- 
ing its salutary influence and potent power 
to quicken stabilization in international 
affairs. 

War debt revision is inseparably linked 
with intolerable trade and tariff barriers 
which militate against foreign trade and 
thus enfeeble our own export markets. No 
nation has a greater stake in upholding and 
promoting return of debased currencies to 
the gold standard. No nation has so much 
to gain as the United States from a genuine 
and joint approach to the stabilization of 
foreign exchanges and of commodity prices 
which are grievously affected because of the 
delay in agreements. Such solutions, enabl- 
ing governments and currencies to function 
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more effectively, will also provide the best 
available means of allaying the menace aris- 
ing from bitter political conflicts and social 
mutinies. Moscow may seem remote and 
European nations absorbed with their own 
peculiar problems. But the ocean is not 
broad enough to prevent the infection of 
communism and dangerous political up- 
heavals from encroaching upon these shores. 
Sovietism has played a far more important 
and insidious influence in stirring up trouble 
in this country than is generally admitted. 

Will the intelligencia of this country 
measure up to the urgent call and the oppor- 
tunities for asserting genuine leadership in 
international political and economic rela- 
tions? Reminded of our own plight and 
distress in our own midst, the polite retort of 
the average American citizen is that the 
benefits of such leadership, like charity, 
should be first applied at home. That atti- 
tude accounts in large degree for the strenu- 
ous opposition to proposals thus far for a 
reopening of war debt negotiations. The 
weakness of this position is that it ignores 
the fundamentals and the available reme- 
dies for worldwide disorders and the per- 
sistence of depression. It fails to take into 
account that the fortunes of war pitch- 
forked the United States into the now some- 
what unenviable position of the world’s 
chief creditor nation, carrying in its train a 
host of obligations from which it cannot 
abdicate without further compromising 
recovery in both the domestic and inter- 
national fields. What is most important is 
that no nation is entrusted with such strong 
leverage to induce European powers to come 
to amicable terms among themselves, to 
effect treaties for reduction of armaments 
and thus relieve taxes for all concerned. 


President Hoover’s message to Congress 
on war debts gives accent to a more en- 
lightened policy of cooperation in foreign 
affairs, not only as regards a statesmanlike 
approach to the debt problem through a bi- 
partisan commission, but also as to partici- 
pation in the world economic and disarma- 
ment conferences. It represents the first 
official acknowledgment that payment of 
war debts involves broader international 
problems in which this nation is vitally con- 
cerned. It will test the ability of the coming 
Roosevelt administration to rise above par- 
tisan and provincial policies. 
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COL. AYRES DISCUSSES PROS- 
PECTS FOR 1933 


OL. LEONARD P. AYRES, noted 
economist and vice-president of the 

Cleveland Trust Company, sees the 
coming year as one of sharp conflicts be- 
tween politics and economics. He is rather 
chary of definite forecasting because of the 
uncertainty of the political outlook attend- 
ing a new administration and the funda- 
mentals of a prevailing economic situation 
which defy clear-cut interpretation. Says 
Col. Ayres: 

“We have present the conditions of huge 
surplus stocks of staple raw materials and a 
collapsed international trade that militate 
powerfully against any considerable or 
prompt advance in general price levels. We 
have also a set of conditions in our banking 
system, our Federal Reserve System, our 
Treasury policy, and in the recent great 
increases in visible stocks of monetary gold 
here and abroad that constitute fertile 
material for a great inflation of money 
and credit. 

“Legislative and administrative policies 
and acts will probably tip the balance either 
toward the attempt to restore price levels 
by inflation or toward that to facilitate the 
adjustment of our national economy to the 
lower price levels. It is probably prudent 
to expect that the long, hard grind of sound 
money and readjustment will be chosen. In 
that event 1933 will probably prove to be 
another year of depression during which 
halting and irregular progress will be slowly 
achieved in the building of foundations for 
recovery. If the alternative course of at- 
tempting to lift price levels by inflation 
should be chosen the attempt would in all 
probability fail, and the subsequent results 
prove disastrous. 

“Developments since the election have 
been disquieting rather than reassuring. The 
notes from foreign governments suggesting 
an extension of the moratorium on the inter- 
national war debts brought forth a veritable 
flood of vigorous statements by our repre- 
sentatives in the Congress in which they 
declared with near unanimity their opposi- 
tion to further postponement of payments. 
Since then the exchange value of the British 
pound has fallen to the lowest levels in its 
history. This means that the buying power 
of perhaps half the world has been sharply 


TRUST COMPANIES 


reduced, for the currencies of many other 
nations are linked to sterling. 

“We have learned in the past year that 
when the gold value of the pound declines 
the levels of commodity prices move down 
abroad and here, the weights of debts are 
everywhere increased, and the difficulties 
of the depression are aggravated.” 

oo 
STOCK EXCHANGE CONTINUES 
HOUSE CLEANING 


HE governing body of the New York 
Stock Exchange is applying itself 
with much commendable zeal to the 
tightening of rules of conduct and strict 
self-regulation. If persisted in, there will 
be hardly any hibernating abuses left to 
probe, or as offering a target for Congres- 
sional attack. Possibly this exhibition of a 
chastened spirit and discipline may be in- 
spired by threats of drastic legislation which 
were freely uttered during the Presidential 
campaign and coming from some of the 
leaders of the incoming Democratic party. 
It may also be prompted by a natural desire 
to reassure a sceptical public as to the legit- 
imate functions of the Stock Exchange as 
contrasted with professional trading. 

Looking back over the recent years of 
extreme speculative inflation and record of 
deflation, it is obvious that the New York 
Stock Exchange has been allowed to drift 
far from its proper sphere. Its greatest fault 
lies in this fact, that it assumed to direct 
and capitalize the processes of business, 
trade and finance by alternate speculative 
enthusiasms and despair. It has not directed 
itself primarily to serving the broader eco- 
nomic welfare of the nation. 

The series of new rules and restrictions 
recently promulgated by the New York 
Stock Exchange are highly commendable in 
themselves. They set up seemingly effective 
barriers against speculative exploitations, 
pooling, short selling and other practices 
which might be susceptible to abuse. But 
these disciplinary measures do not go to the 
heart of the problem. The governing body 
of the New York Exchange has the oppor- 
tunity to reconstruct the fundamentals of 
stock trading which shall conform not to 
instincts of speculative profit or manipula- 
tion, but to facilitating a higher sense of 
contract, integrity and helpful cooperation 
in trading and financial relationships. 

















TRUST COMPANIES HAVE KEPT 
THE FAITH 


HE record of trust companies and 
banks as fiduciaries during this diffi- 
cult year of depression has again 
demonstrated outstanding qualities of in- 
tegrity and safety that reside in the con- 
scientious administration of estates and 
trusts. The trust men of the United States 
have truly kept the faith. Trust service 
has acquired new stature and wider respect 
as an unassailable haven of refuge in pro- 
tecting property, estates and trusteed funds. 
This is affirmed by the gratifying increase 
in the number of people who are confiding 
their estates and financial affairs to trust 
management; the remarkable increase in 
volume of new trust business in the face of 
stagnant business and financial conditions. 
Perhaps no year in the century of trust 
company development has testified so em- 
phatically as the experience of the year 1932 
that corporate fiduciary service provides the 
best agency for preservation of principal 
and regularity of income in a season of dis- 
maying shrinkage of values. This is true 
because trust management resisted the 
temptations of committing itself to specu- 
lative investments and the superior skill 
and judgment assured in negotiating the 
problems arising from depression. 
Although fees have been reduced by 
shrinkage in values, the trust departments 
have provided welcome source of income to 
bank managements. Trust service has also 
attained to a new importance from broader 
aspects of economic and social influence. 
The principle of trusteeship stands forth 
more vigorously than ever as the highest 
expression of defending the rights of private 
property. It has broadened incalculably in 
scope beyond post-mortem wealth through 
the projections of living, voluntary and life 
insurance trusts, of custodian and agency 
service. It has become a powerful factor in 
the distribution of wealth dedicated to 
charity, education and public welfare. 
One of the important lessons taught by 
the passing year is that trust management 
is justified in taking a stronger offensive 
against unjust criticisms and malicious at- 
tack, especially coming from disgruntled law- 
yers. There is natural resentment because 
isolated cases have been grossly exaggerated 
in public writings, misleading those not 
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familiar with the actual benefits of trust 
service. The coming year should also 
stimulate trust people to advance the cause 
of greater uniformity in trust laws and 
standards of administration. 

The legislatures of 41 states will begin 
making new laws by the middle of January, 
1933. There are obsolete trust laws to 
abolish and constructive laws to promote, 
primarily as safeguards against possible 
encroachments of incompetency. Amend- 
ments are needed in many states in laws 
governing inheritances, intestacy and pro- 
bate procedure, defining duties and re- 
sponsibilities of the trustee, facilitating 
executor’s accounts, revising legal principles 
of investments for trust funds and dealing 
with matters of fiduciary taxation. A uni- 
form principal and income act is now avail- 
able to treat difficult questions of adjust- 
ment of principle and income between life 
tenants and remaindermen in trust and 
other property. Also there is an urgent 
demand for laws in many states prevent- 
ing the misuse of the title of “trust com- 


pany,’ which has been grievously abused. 
certainment of trust facts, evaluation of 
new business and economy of operation. 
CONFERENCE 
IN Winter Trust Conference to be held 
administration of trust funds and to invest- 
values upon estate property, investments 
About one thousand trust men and bank- 
be held at the Waldorf-Astoria Hotel. The 
Bankers Association and vice-president of 


The mechanics of trust work calls for con- 
structive tasks, such as a more scientific as- 
new business, maintenance of fair rates of 
compensation, methods of solicitation of 

ANNUAL MID-WINTER TRUST 

PROGRAM is being prepared for the 

forthcoming fourteenth annual Mid- 
in New York February 14th to 16th, inclu- 
sive, which will give special attention to the 
ment problems from the standpoint of the 
trust officer. The effect of shrinkage in 
and real estate, has brought up new and 
complex problems. 
ers from all sections of the country are 
expected to attend the conference which will 
conference will be opened by R. M. Sims, 
president of the Trust Division, American 
the American Trust Company of San 
Francisco. 
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JUDICIAL TEST OF SPECIAL RE- 
SERVE FUND FOR TRUST 
INVESTMENTS 
mre) SUIT has been instituted in the Cir- 
iN cuit Court of Cook County, IIl., to 

test legal questions which have arisen 
in connection with a special reserve fund 
of $2,000,000 set up in 1925 by the Chicago 
Title and Trust Company. Inasmuch as 
this was a departure in trust investment 
practice and has been the subject of con- 
siderable discussion in trust company circles, 
this suit is one of unusual interest. Trust 
ComPANIES is privileged to quote the follow- 
ing statement from Holman D. Pettibone, 
president of the Chicago Title and Trust 
Company: 

“The suit brought by Dr. Benjamin C. 
Landau is against the Chicago Title and 
Trust Company in its capacity as trustee 
of a $2,000,000 fund known as the Special 
Reserve Fund and established by this com- 
pany in 1925 to protect certain trust invest- 
ments from losses which might accrue. This 
step was not required by any law of the 
state and was intended merely as evidence 
of faith and good care in the management 
of trusts. At a time of collapse of all values 
and wholesale default in securities, the 
company found it impractical to pay out 
from this trust fund in any manner which 
would be fair to all persons concerned. The 
suit seeks to test various legal questions 
arising in connection with the construction 
of the document under which the fund was 
created and a judicial determination of the 
method to be followed in applying the fund 
to its intended use. 

“Judge Harry Fisher entered an order on 
November 30, 1932 denying the motion for 
appointment of a receiver for the trust fund 
and directed the Chicago Title and Trust 
Company, as trustee, to administer the 
fund under the court’s instructions. The 
position of Chicago Title and Trust Com- 
pany is that it is a stakeholder. It is for 
the court to determine when, and in what 
manner, the $2,000,000 Trust Fund shall 
be distributed among those persons who are 
able to establish claims against the fund. 
It is important to bear in mind that each 
trust beneficiary looks first to the security 
purchased for his account and that the 
$2,000,000 trust fund is only an added 
protection.”’ 
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The order issued by Judge Fisher sets 
forth that the Chicago Title and Trust Com- 
pany has made no payments out of said 
special reserve fund to any claimants of 
beneficiaries, nor has it exchanged any of the 
securities in said fund for defaulted securi- 
ties held by claimants or beneficiaries under 
the fund. The Court states, in assuming 
jurisdiction of the principal of the special 
reserve fund, that such action is for the 
purpose of subjecting said fund to any and 
all charges and disposition which the law 
applicable to the case requires, and for the 
purpose of safeguarding said fund to answer 
any and all orders which may be entered 
herein by the Court concerning the control, 
administration and disposition of said fund 
and the subject matter of this suit. 


BANKING FACTS WORTHY OF 
EMPHASIS 


HILE the record of banking failures 
is sufficiently lamentable, there is 
little attention devoted to reopenings 
and the fact that ultimate losses in connec- 
tion with liquidation of closed banks repre- 
sent but a small percentage of total liabili- 
ties. Francis H. Sisson, president of the 
American Bankers Association and vice- 
president of the Guaranty Trust Company 
of New York, dwells upon this brighter side 
in a recent address before the [Illinois Manu- 
facturers’ Association. He said: 

‘Out of the four thousand banks, in round 
numbers, that have closed during the de- 
pression, more than six hundred have re- 
opened. The aggregate amount of money 
involved in the closing of these banks was 
less than five per cent of the banking re- 
sources of the country, and it is estimated 
that about eight per cent of the depositors’ 
funds have been, or are in process of being, 
returned to them, with a loss to their own- 
ers of only about one per cent of deposited 
funds. It is likewise encouraging to observe 
a fact that seems to have been overlooked 
frequently, namely, that during the last 
sixty-four years suspended banks have, on 
the average, paid back eight-four per cent 
of their deposits. And the repayment of one 
hundred per cent is not unusual. From the 
technical banking point of view, the prog- 
ress made in the liquidation of frozen assets 
is as constructive as any other single bank- 
ing development in recent months.” 
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COMPROMISE ON BRANCH BANK- 
ING AND AFFILIATES 


¥ GLTHOUGH the Glass banking bill is 
A! scheduled to come before the Senate 
on January 5th as privileged business, 
and President Hoover in his message to 
Congress urges widespread banking re- 
form as a national necessity, the outlook 
for definite action at the present session is 
dubious. The principal reason is the un- 
certainty which attends the change in ad- 
ministration and a prevailing disposition 
in both houses to avoid any important com- 
mitments aside from absolutely necessary 
legislation, such as supply bills and measures 
to raise additional sources of tax revenue 
wherewith to meet increasing Treasury bud- 
get deficits. As the current fiscal year flows 
on, it becomes evident that the problem of 
balancing the national budget becomes even 
more serious than last year because of 
failure to obtain expected revenues. 

Senator Glass, as author of the pending 
bill, is anxious and also hopeful of securing 
speedy action and to pave the way is under- 
stood to have consented to some important 
compromises. Advices from Washington 
are to the effect that Senator Glass and a 
majority of the members of the Senate sub- 
committee are willing to modify Section 19 
relating to expansion of branch banking 
authority for national banks to be confined 
to states which permit state banks and trust 
companies to conduct branches. This is a 
decided concession to opponents of the 
Glass bill who object to granting branch 
banking powers to national banks regardless 
of state restrictions and permitting branches 
to be established in trade areas.”’ 

Another reported modification is that 
which relates to divorcing investment affi- 
liates and extending the period of grace in 
compelling banks to divest themselves of 
such affiliates to five years or longer. Ad- 
vocates of the Glass bill hope by such con- 
cessions to neutralize opposition and to pave 
the way for legislation at the present ses- 
sion. Thus far no definite word on the sub- 
ject has come from President Roosevelt 
and there is an apparent determination on 
the part of Democrats to take no action 
without express advice from the President- 
elect. It has also become evident that the 
sentiment in Washington is growing against 
branch banking which may invite fear of 
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banking monopoly and destruction of the 
dual banking system. While certain lead- 
ing spokesmen, such as Owen Young have 
expressed warm endorsement of legislation 
which will bring about unification of all 
commercial banking under federal control 
and supervision, the feeling against such 
federalization seems to be gaining ground. 

Meanwhile, the situation as to banking 
failures is becoming appreciably less criti- 
cal, although there is little comfort from 
that viewpoint in recalling that during the 
current year to the end of the first week in 
December, there have been a total of 1,362 
closings involving deposit liabilities esti- 
mated at $641,802,000, as compared with 
1,956 suspensions during the same period 
in 1931, with deposit liabilities of $1,585,- 
000,000. It cannot be denied, however, that 
there is a growing restiveness throughout 
the country that Congress should recognize 
the dangers or weaknesses inherent in the 
present banking structure, especially in the 
light of the fact, reported by the Comp- 
troller of Currency in his annual report, that 
in the last twelve years there have been 
10,484 failures involving deposits of $4,882,- 
481,000, with over 57 per cent of such sus- 
pensions occurring among banks with capi- 
tal of $25,000 or less. 

eo ¢ 
UNIT BANKERS ON THE 


DEFENSIVE 


NIT bankers are being organized 
throughout the country to offer 

united resistance to any attempt on 
the part of Congress at the present short 
session to enact legislation which would 
materially broaden the branch banking 
powers of national banks regardless of any 
limitations imposed by state laws or bound- 
aries. A nationwide poll is being conducted 
under the direction of the Independent Unit 
Banks of America, calling attention of all 
incorporated banks to the significance of 
Section 19 of the Glass bill pending in Con- 
gress and calling upon bankers to record their 
attitude on the subject. It may be recalled, 
as a matter of interest, that the American 
Bankers Association at its recent annual 
meeting, did not make any official commit- 
ment on the subject of branch banking 
legislation, although the Economic Policy 
Commission came out strong in defense of 
the dual banking system. 
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NATIONAL BANKS REGISTER 
TRUST GROWTH 


HE recently published annual report 
of the Comptroller of the Currency 

records most gratifying increase in 
the volume and profitable character of 
trust business administered by the trust 
departments of national banks. It shows 
that at the close of the last fiscal years, as 
of June 30, 1932, there were 1,774 active 
trust departments conducted by national 
banks administering a total of 104,288 
trusts with individual trust assets aggre- 
gating $4,642,065,371, while 775 banks 
were also acting as trustees for bond and 
note issues aggregating $9,497,246,609. Seg- 
regation of the number of fiduciary accounts 
in national banks revealed that 45,374 or 
43.5 per cent were those created under pri- 
vate or living trusts agreements; 48,761 or 
46.8 per cent were trusts administered under 
court jurisdiction, and the remaining 10,153 
accounts were trusteeships under corporate 
or note indenture. 

Private trusts comprise $3,379,951,657 or 
72.8 per cent of total assets under adminis- 
tration, while $1,262,113,714 belonged to 
court trusts. Of the invested total trust 
funds of $4,161,648,817 bonds constituted 
37.6 per cent; real estate mortgages 16.1 
per cent; stocks 30.9 per cent and miscel- 
laneous 15.4 per cent. Gross earnings from 
trust department operations of national 
banks for the fiscal year ended June 30, 
1932, amounted to $22,366,000, of which 
$8,672,000 is credited to banks in the New 
York Reserve district. It is interesting to 
note that the San Francisco district comes 
next with gross earnings of $4,305,000. 

Other interesting information is that 219 
national banks were acting as trustees under 
572 agreements involving administration of 
$25,573,433 in proceeds from life insurance 
policies, while 736 banks had been named to 
act in the future as trustees under 17,824 
trust agreements supported by insurance 
policies not yet operative, with face value 
of $732,497,977. There was spent by 512 
banks a total of $369,820 for trust adver- 
tising; 49 banks employed full-time solici- 
tors and 93 part-time solicitors. National 
bank branches numbering 222, were ad- 
ministering 13,296 trusts with individual 
assets of $841,596,697 and under corporate 
trusts amounting to $437,858,152. 
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CARE IN ACCEPTANCE OF BOND 
TRUSTEESHIPS 


N times like the present when defaults 

I under corporate mortgages securing 

issues of bonds impose added burdens 
upon corporate trust departments, the 
necessity of scanning more carefully the 
indentures governing corporate trusts is 
brought home more emphatically than in 
normal periods. Recent experience shows 
that corporate trusteeship has become in- 
volved in questions of management and 
responsibility that properly belong to 
debtor corporation. Henry A. Theis, vice- 
president of the Guaranty Trust Company 
of New York, discusses the subject as fol- 
lows: “Development of the corporate trus- 
tee for corporations was in response to a 
public need. In the light of the happenings 
during the last few years, it is, perhaps, 
proper to review some of the considerations 
that should guide all trust institutions when 
they consider the acceptance of a bond 
trusteeship. 

“Because the older trust institutions had 
not experienced any real trouble with their 
trusteeships for so long, and the newer trust 
institutions, because they lacked experience, 
had overlooked the fact that in every trus- 
teeship there is a big possibility of trouble 
and loss, they had gone too far in accepting 
duties calling for the exercise of judgment 
and discretion in the operation of trusts, 
with no higher fees than those being charged 
for normal, ordinary, simple trusts. We 
should force future trusts back to some 
semblance of their original simplicity. We 
should avoid to whatever extent we can the 
placing upon ourselves the responsibilities 
of management which properly belong to, 
and should be exercised by, the debtor cor- 
poration. Ordinarily, during periods of 
normal business operations, it isan economic 
waste to impose more active duties upon 
the trustee, and, consequently, incur higher 
fees, for it is always within the power of the 
bondholders acting together, whenever a 
business encounters difficulties, to ask the 
trustee to step in, and then pay the trustee 
for any unusual services so rendered. 

“But if we must take on extraneous duties 
and responsibilities, we should see to it that 
the terms and conditions are as clearly and 
unambiguously set out as language can 
make them, and fees charged accordingly.” 














RECONCILIATION BETWEEN COR- 
PORATE FIDUCIARIES AND 
LEGAL PROFESSION 


HE year 1932 has been marked by 
IT| further progress in cementing mutual 
relations and acceptable agreements 
between corporate fiduciaries and bar asso- 
ciations defining the lines of demarcation as 
to what constitutes ‘“‘practice of law” as 
distinguished from fiduciary administra- 
tion. What has been accomplished in bring- 
ing about improved cooperation between 
lawyers and trust companies is discussed in 
an article appearing in this issue of TRUST 
Companies by John G. Jackson, chairman 
of the Committee on Unauthorized Practice 
of the Law of the American Bar Association. 
Another article by William G. Littleton 
defends charter rights of trust companies. 
Mr. Littleton directs attention to attempts 
at uncalled for restrictions on trust adminis- 
tration regardless of the best interests and 
protection of the public. 

In this issue of Trust COMPANIES also 
appears the text of a ‘Code of Rules for the 
Conduct of Trust Business’ recently 
adopted by corporate fiduciaries of Massa- 
chusetts, and also approved by the Bar 
Association of the City of Boston. The 
code applies to all trust companies and 
banks in the commonwealth engaged in 
trust service. It first cautions banks and 
trust companies to avoid any advertising 
or solicitation that might be inaccurate, 
unfair or misleading, or conveying the im- 
pression of giving legal advice or practice 
of law. Each bank or trust company is 
called upon to designate an officer who shall 
assume responsibility for his institution of 
seeing that the prescribed rules are ob- 
served. The code further sets forth that 
in no event should a bank or trust company 
draw wills, codicils or irrevocable trust 
instruments. Customers should have full 
opportunity to consult with the lawyer who 
prepares his will or trust instrument without 
any officer or employee of the bank being 
present. The lawyer on the other hand 
should impress upon his client the desira- 
bility of giving the bank or trust company 
every opportunity to examine the draft of 
any will or trust instrument under which 
it is to be appointed. In presentation of a 
will for probate, a lawyer outside of the 
bank’s own personnel should be employed. 
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An effort is made in this code to define 
what is regarded as coming within the 
province of the practice of law as regards 
fiduciary matters, as follows: 


“Tt is not believed possible to lay down a 
hard and fast classification, but it is believed 
that the probate of a will, the appointment of 
an administrator, trustee, conservator, guard- 
tan or other fiduciary, the allowance of con- 
tested accounts, the bringing of petitions for 
instructions, and the conduct of litigation all 
constitute the practice of law, and require 
under ordinary circumstances the employment 
of a lawyer. On the other hand, the prepara- 
tion and filing of income, inheritance or 
estate tax returns or of inventories and 
accounts would not seem under ordinary cir- 
cumstances to require the intervention of a 
lawyer.” 

This classification is not intended to be 
complete or final. The code in conclusion, 
proposes that a bank or trust company °* 
must so conduct its business that it cannot 
justly be said that it is practicising law and 
that when special circumstances arise which 
renders the question in doubt, the wise 
course is to consult with legal counsel. A 
conference committee is created by the 


code of rules. 
oe? ¢} 


TAX VALUATION OF TRUST 
PROPERTY 


fe p)\ HE Internal Revenue Bureau recently 
'T| made a ruling on taxation of fiduciary 
property which departs from previous 
decisions. It has to do with the basis for 
determining gain or loss on the sale of prop- 
erty by a remainderman under a testamen- 
tary trust. The department has held that 
the remainderman figures the property as 
costing him whatever it was worth at the 
time it was turned over to the trustee by 
the executors. The board, however, has 
recently ruled that the correct date for 
valuation is when the trustee turns the prop- 
erty over to the remainderman, and not 
when the trustee acquired it from the 
executors. 


Another recent ruling holds that “a 
capital net gain, realized upon the sale of 
securities held for more than two years, 
may not be reduced by losses sustained 
upon the sale of securities held for two 
years or less.” 


“cc 
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RESTORING CREDIT JAND}.FI- 
NANCES OF THE RAILROADS 


ROBLEMS of operation and financ- 
[P| ing which confront the railroad 

systems of the country are not so 
hopeless and unyielding as frequently 
described. Experience of the past prove 
that railroads are the first to respond to 
business recovery. Among those who 
entertain more optimistic belief as to the 
future of railroads and their return to a 
proper place in the affairs of the nation, 
is Harold J. Parker, vice-president of the 
Standard Statistics Company. To quote 
from a recent address to savings bank 
men: 

“While the various forms of competi- 
tion against which the railroads are strug- 
gling, are serious, they are not funda- 
mental. Although the funded debts of 
railroads have increased a billion dollars 
in ten years, still the fixed charges were 
only $15,000,000 higher in 1931 than in 
1923 and that the most encouraging fact 
of all is that fixed charges for 1931 are 
$32,000,000 lower than for 1929. 

‘““No one can question that the present 
funded debt of such a group and any rea- 
sonable increase can be assured no mat- 
ter what the volume of future business 
may be, within reasonable limits. If we 
assume a ‘fixed’ debt, it can obviously be 
met by adjustment of the three ‘flexible’ 
items, dividends, rates and wages. Divi- 
dends are practically eliminated, wages 
have been reduced and may be cut 
still further, and rates have been raised. 
With business conditions as they are, 
the wise policy would seem to be to 
carry on by means of borrowed money 
until such time as a new ‘normal’ volume 
of traffic returns to the roads. One might 
easily assert, but not prove, that economic 
changes can take place on the lines of one 
road forming a part of a large system, 
which would make it impossible to carry 
its present debt burden even after pros- 
perity returns. But no one can make 
such an assertion with regard to any whole 
system which will draw traffic from the 
major part of our industrial section. * * * 

“So far as railroad loans are concerned, 
we believe that only a minor portion of 
them can be said to be doubtful risks, 
and that the Government will eventually 
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lose little, if any, money on this phase of 
the Reconstruction Finance Corporation 
activities. The proposed ‘Frisco’ plan 
may establish a precedent of vital ‘long 
term’ importance to all bondholders. If 
carried out, even with modifications, it 
will assure the bondholders of whatever 
capital position the earnings of the road 
can later justify. This is in contrast to 
the old method of writing down the capi- 
tal of bondholders to create an immediate 
earning power and equity for the stock- 
holders, often before normal earning 
power was restored. Whether you agree 
as to the equity of the present plan as it 
deals with the various securities or not, 
you, as savings bank men, as long term 
investors, should fight hard to see that 
this general principle of maintaining capi- 
tal is established and carried on. If you 
succeed, you will have one big accomplish- 
ment to credit to the depression, as an 
offset to some of the trials and tribulations 
which you have suffered. * * * 

“Being a savings bank man, virtually 
locked into one’s investments, only to 
see their ‘apparent values’ sink lower and 
lower each day, has not been very pleas- 
ant. But bond prices can go up as well 
as down. Some of the poor issues will 
probably rise with the good, just as the 
good bonds followed the bad ones down.” 


o, 
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POWERS OF LIFE TENANT 


RECENT decision in the case of 
Levenson vs. Wolfson, 42 Ohio App., 
332 lays down the rule that a life 


tenant has the right to expend the prin- 
cipal of an estate, including the right to 


sell real property. The testator gave the 
residue of his estate to his wife to hold 
and expend the income thereof for her 
natural life and to spend all or any part 
of the principal in her absolute discretion. 
It was contended that the power giving 
the widow the right to spend the prin- 
cipal applied only to the personal prop- 
erty and that there was no right on her 
part to sell the real estate. The Court, 
after construing the meaning of the words 
“spend” and “principal,” decided that 
the widow had the absolute right to sell 
all of the property, including real estate, 
and to use the same. 
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PRESENT RELATIONS BETWEEN FIDUCIARIES 
AND THE BAR 


EFFORTS TOWARD COOPERATIVE AND FRIENDLY 
UNDERSTANDING 


JOHN G. JACKSON 
Chairman of Special Committee on Unauthorized Practice of the Law of the American Bar Association 


(Epiror’s Nore: 


Mr. Jackson dwells upon recent developments and agreements 


between Bar associations which testify to increasing desire on the part of the Bar and Corpo- 
rate Fiduciaries seeking a common ground of recognition for each other’s proper preserves and 
at the same time foster mutual standards and practices for the best protection and interests of 
serving the public. By citing the terms of agreements entered into in various parts of the 
country and some of the larger cities Mr. Jackson emphasizes those principles of legal and 
ethical nature which he regards as providing a basis for improving relations between members 
of the Bar on the one hand, and of banks and trust companies as fiduciaries on the other.) 


AST February I had the privilege of 
delivering an address before the Trust 
Division of the American Bankers As- 

sociation, which I take as a point of de- 
parture for this article. That address stated 
my then view of the relations between the 
Bar and corporate fiduciaries and my convic- 
tion as to what those relations should be. 
Briefly summarized, these were that the pur- 
pose of corporate fiduciaries was to hold, pro- 
tect and administer accumulated capital, 
which of itself involved a large and growing 
responsibility; that banks and trust com- 
panies as a general rule conducted this busi- 
ness so as to inspire the respect and confi- 
dence of the community served; that fiduci- 
aries thus managed were invaluable to the 
community and particularly so under present 
conditions. I also argued that it is in the 
interest of the public, and so in the interest 
of the fiduciaries, that the lawyers of the 
country should constitute as a whole an in- 
dependent Bar of high character, maintaining 
direct relationships with their clients, rather 
than a Bar dependent for its support upon 
employment by corporate fiduciaries or ob- 
taining clients through the solicitation of cor- 
porate fiduciaries. 


Preserving Independence of the Bar 
The address emphasized the fact that fidu- 
ciaries should not be made an exception to 
the general proposition that an independent, 
rather than a dependent, Bar was desirable, 
for whatever reasons are advanced to support 
a claim that fiduciaries should be allowed 


to prepare legal papers would apply as well 
to other organizations and we would soon 
have the exceptions destroying the rule; that, 
accordingly, it was for the more important 
and powerful of the groups to set an example, 
rather than seek to be made an exception to 
a rule the general application of which they 
should support. 


JOHN G. JACKSON 
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I stated at that time that it was my belief 
that substantial progress had been made by 
both the Bar and corporate fiduciary associa- 
tions to establish by cooperation their proper 
respective fields of activity and that efforts 
to that end were being continued in good 
aith by both parties and making progress 
in the right direction. 

Since that time there have been develop- 
ments supporting that statement and which 
I believe clearly indicate the growth of a gen- 
eral conviction that the relationship between 
the Bar and corporate fiduciaries is and 
should be one of cooperation and not one of 
competition. It will be of interest to review 
some of these developments. 


Survey of Cooperative Developments 

For instance, the Pennsylvania Bankers 
Association at its last annual convention 
adopted a Declaration of Principles proposed 
by a committee of the Pennsylvania Bar As- 
sociations. Subsequently the Committee on 
Cooperation with the Bar of the Pennsylva- 
nia Bankers Association published the results 
of a statewide questionnaire to ascertain the 
practice and methods pursued by the fidu- 
ciaries of Pennsylvania in connection with 
the drawing of wills and trust agreements. 
The result by and large was to establish that 
the fiduciaries did not undertake to draw 
wills or trust agreements. With respect to 
such exceptions to that general practice as 
were disclosed, the committee, having ac- 
quired exact information relative to prac- 
tices followed by the members of the Penn- 
sylvania Bankers Association in the perform- 
ance of their work which in any way en- 
croached upon the practice of the law, 
planned to bring to the attention of such 
members a statement of facts relating to the 
conditions in all parts of the state and a 
statement of correct procedure. 

Without discussing in detail conduct of 
certain of the institutions, the valuable fea- 
ture of this procedure was the joint effort of 
the Bar and the fiduciaries to come together 
and work in harmony, both for the elimina- 
tion of improper corporate activities and the 
ending of unfounded claims and improper ac- 
tivities by members of the Bar. 


Discussion of Principles 

Some discussion of the Declarations of 
Principles adopted by the Bankers Associa- 
tion and Bar Association in Pennsylvania 
last May, may perhaps be of value. The prin- 
ciples approved were in substance that fidu- 
ciaries shall not draw wills, deeds of trust 
or other legal documents, except concerning 
matters wherein the fiduciary had actually 
qualified and entered upon its duties or con- 
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cerning its own corporate affairs. It was 
agreed that the fiduciaries might prepare pre- 
liminary drafts of such documents for sub- 
mission to counsel selected by its patrons 
through personal contact, and that the legal 
document should not be executed unless and 
until approved by counsel for the patron. 
This recognizes the vitally important prin- 
ciple that the prospective trustor or testator 
should in all eases be advised by independent 
counsel. 

The Declaration, however, subtracted some- 
what from this otherwise satisfactory posi- 
tion by providing that it should not preclude 
a patron of the fiduciary from selecting, as 
his own counsel, general counsel of the bank 
or trust company. An exception such as this 
seems to me to furnish a basis for evasion 
and unfair competition between the fiduci- 
aries themselves. Where it happens that gen- 
eral counsel for a bank or trust company is 
also the counsel for a prospective testator 
or trustor, it would seem to be proper for the 
latter to go to him as his own lawyer for the 
preparation of his will or of a trust agree- 
ment. 

This relationship, however, is not a new 
one but is an established one. It does not 
grow out of solicitation or advertising, and 
in the preparation of and advice concerning 
the document to be prepared it is the duty of 
the lawyer to make clear to his client his 
relations to the fiduciary and to make clear 
to the fiduciary that in that particular in- 
stance he is acting solely for the individual 
client and not for the fiduciary. 


Receiving Independent Advice from Counsel 


A similar situation was, I believe, more 
adequately dealt with in New York City by 
the following provision: 

“The Association recognizes as an excep- 
tion to the foregoing principles, that past re- 
lations of trust and confidence may result in 
an attorney being peculiarly qualified, and 
consequently under a duty, to advise a client 
in regard to his will or a contemplated trust. 
In such a case he may do so, irrespective of 
relations with the prospective fiduciary, if 
after full disclosure the client so requests.” 

The same objection applies to a further 
principle adopted by the two Pennsylvania 
associations that fiduciaries shall advise per- 
sons doing business with their trust depart- 
ment to consult counsel of their own selec- 
tion with respect to all matters of a legal 
nature. Superficially, of course, such a dec- 
laration seems to be entirely in order, but it 
fails to take into account that it leaves open 
to high-pressure salesmen and new business 
getters to suggest and urge that prospective 
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clients select as their counsel, counsel for the 
fiduciary. 

The remainder of the Declaration was in 
general that fiduciaries should not maintain 
departments for the transaction of legal busi- 
ness for others or receive compensation for 
services rendered by their employees as coun- 
sel, permitting, however, an officer who does 
not give substantially his full time to the fidu- 
ciary and who transacts personal legal busi- 
ness outside of his duties as an employee of 
the trust company, to represent clients. This 
latter exception is clearly undesirable if it 
permits the attorney to prepare wills and 
trust agreements in which the bank is named 
in a fiduciary capacity. If so it is in conflict 
with the general proposition which the two 
associations accepted that prospective testa- 
tors or trustors should receive independent 
advice from counsel of their own selection. 

The Bar Association properly recognized 
the legal capacity of fiduciaries to act as 
such and undertook where a_ fiduciary is 
named in a will or trust agreement, to con- 
sult with representatives of the fiduciary and, 
further, provided that where a client ex- 
pressed a desire to name a certain fiduciary 
as executor or trustee, the lawyer would not, 
in the absence of good reasons to the con- 
trary, discourage or influence the client 
against naming the fiduciary in the suggested 
capacity. 

Manifestly these requirements for members 
of the Bar are fair. A committee of six, 
three representing each association, was ap- 
pointed to consider and act on any violations 
of the Declaration, indicating the intent of 
both parties to see that the Bar on the one 
hand and the fiduciaries on the other hand 
should continue their respective occupations 
in a spirit of cooperation and friendliness, 
and there can be no doubt that this is the 
spirit of the Declaration and it should re- 
sult in the peaceful solution of further con- 
troversial questions which may arise. 


Participation in Unlawful Practice 

In Connecticut the unauthorized practice 
of the law was the subject of a report by 
a special committee of the Bar Association 
at its annual meeting held last April. The 
committee considered the matter largely from 
the point of view of the profession and what 
was and what was not proper conduct for 
lawyers. The result of the report was the 
adoption by the Association of a resolution 
which read as follows: 

“An attorney who is subtantially in the 
sole employ upon a salary, wage or commis- 
sion basis of any private corporation, trust, 
association, partnership or individual, except 
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a partnership or individual lawfully engaged 
in the practice of law, and who is thus not 
engaged in the general practice of the law, 
shall not, while in such employment, in any 
manner assist his employer in the rendition 
of services for others which come within the 
term ‘practice of law,’ except in cases where 
an insurer or surety is the real party in in- 
terest. Violation of this rule by an attorney 
shall be cause for his suspension or displace- 
ment by the Superior Court upon application 
of the State’s Attorney for the county where- 
in said attorney was admitted or is engaged 
in practice.” 

The action of this Association is to be 
commended as going directly to the root of 
some of the trouble. It is a recognition that 
unlawful practice could not exist without 
the participation therein of members of the 
Bar and, accordingly, it has made members 
of the Bar subject to discipline if they are 
guilty. It does not cover the case of counsel 


for a fiduciary, also engaged in general prac- 
tice, preparing wills and trust agreements. 
Perhaps that situation did not exist. 


Limitations Defined by Decree of Court 

in Ohio 

In Akron, Ohio, developments occurred in 
an interesting way. There a proceeding was 
instituted in the Common Pleas Court by a 
committee of the Akron Bar Association on 
unauthorized practice of the law and resulted 
in conferences between that committee. and 
representatives of the defendant bank. Fol- 
lowing such conferences a decree was entered 
by consent perpetually enjoining the fiduciary 
from engaging in the practice of the law in 
any manner, directly or indirectly, and de- 
scribing in some detail the acts enjoined. 
When the decree was prepared by the com- 
mittee of the Bar Association and before it 
was presented to the court, it was submitted 
to the representatives of the trust company 
defendant, who after examining it instructed 
its counsel to approve the decree and join 
with the Bar Association in presenting it to 
the court. The letter giving these instruc- 
tions is written in such an admirable spirit 
that it is distinctly worth while quoting it 
in part: 

“As trust officers of the First Central Trust 
Company, we have long desired to arrive at 
some understanding with the Bar of Akron, 
and to establish the limits of the field in 
which we might properly conduct the trust 
department of the bank, so that we might not 
infringe upon any rights or franchises of 
members of the Bar. Your decree sets out 
these limits and enables us to proceed with 
more of certainty than we have in the past. 
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We, therefore, fully consent to the decree and 
to the injunctive features contained in it. 

“We have attempted during the last several 
years to cause the conduct of our trust de- 
partment to be such that no lawyer could 
complain concerning it. We believe that we 
have imposed greater limitations on ourselves 
than your proposed decree requires, and that 
nothing has been done in the past several 
years, which is of the kind or character de- 
scribed in the order of injunction. The or- 
der of injunction operating as it does, for the 
future, is in harmony and consistent with 
our conduct for a considerable period of time 
in the past. 

“We who are actively engaged in the trust 
department work recognize the need for close 
cooperation with the Bar. We desire to be 
of service to them and their clients. We do 
not desire or intend to engage in the practice 
of law. We desire and intend to engage only 
in the business of administering estates and 
trusts. We want every Akron lawyer to 
know that our efforts are directed to working 
with him—not against him.” 


Prevention of Divided Allegiance 

In Utah the State Bar Association and the 
Trust Companies Section of the Utah Bank- 
ers Association agreed upon a Declaration of 
Principles in September of this year. 


The 
fiduciaries declared that they would not draw 
wills nor solicit individuals to have their 
wills made save by lawyers of their own se- 
lection and would endeavor to cause persons 
doing business with fiduciaries to consult le- 
gal counsel of their own choosing with re- 
spect to all matters of a legal nature. This 
declaration did by implication permit a fidu- 
ciary to prepare trust agreements to which it 
is a party and in such situations also to give 
legal advice, which is quite as objectionable 
as the preparation of wills. 

The Declaration, like that of Pennsylvania, 
permitted officers of fiduciaries who were 
practicing attorneys outside of their corpo- 
rate duties, to represent themselves or their 
clients for their own account. As I have 
stated above in the case of the Pennsylvania 
agreement, this may result in situations of 
divided allegiance. The underlying spirit 
of cooperation and good faith on the part 
both of the Bar and of the fiduciaries is, how- 
ever, shown by the appointment of a joint 
committee to consider and pass on complaints 
arising under the agreement or made by the 
members either of the Fiduciaries Associa- 
tion or of the Association of the Bar. 


Terms of Agreement Operative in Baltimore 
In Baltimore a committee on the unlawful 
practice of the law was appointed in Febru- 
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ary, 1932, in pursuance of an amendment of 
the by-laws of the Bar Association of Bal- 
timore City. A short time before this com- 
mittee had been appointed an agreement had 
been made between the Bar and the Corpo- 
rate Fiduciaries Association of that city, de- 
fining the proper functions of lawyer and 
fiduciary respectively. The carrying out of 
this agreement was placed in the hands of 
the new committee of the association, who as 
soon as they were appointed reviewed the 
situation and passed upon certain questions 
submitted by members of the Bar. Its de- 
cision, which apparently has been accepted 
by all interested parties, on these questions 
is as follows: 

“That the payment of a fee to the settlor’s 
counsel by a trust company violated not only 
the spirit but also the letter of the agree- 
ment. 

“Since the member of the Bar who raised 
these questions prepared about six trust 
agreements a month, the frequency of his 
employment indicated that either separately 
or together with other lawyers selected by 
the trust company he was performing legal 
services paid for by the trust company; and 
this, in our opinion, violated the provision 
of the agreement not to maintain legal de- 
partments except for the assistance and guid- 
ance of the officers and employees of the cor- 
poration. 

“A lawyer employed by a trust company 
cannot represent, advise or counsel a settlor, 
but is limited to collaboration with the set- 
tlor’s own counsel. The settlor must have, 
under the agreement, the advice of indepen- 
dent counsel. 

“When a lawyer represents a testator or a 
settlor, he must look to his client exclusively 
for his fee and not to the trust company. 
There is no difference in the relationship of 
the lawyer to his client in the preparation 
of wills and trust agreements. In each case, 
a client is entitled to a lawyer’s undivided 
allegiance.” 

The adoption and subsequent operation of 
this agreement in Baltimore seems to have 
solved whatever difficulties existed there and 
the members of the Bar and the corporate 
fiduciaries are apparently working side by 
side in the finest spirit of cooperation. 

The fiduciary and Bar associations of 
Massachusetts have very recently adopted a 
code which, in my judgment, is the best that 
has so far been accepted in any state. This 
code is printed elsewhere in full in this issue 
and I will not undertake to review it in de- 
tail. Its great merit is that it recognizes 
without qualification or exception that fidu- 
ciaries should not practice law; that the re- 
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lationship between lawyer and client is one 
of confidence and trust, and that the client 
desiring a will or trust agreement must be 
advised by independent counsel. On the part 
of the Bar it is recognized that corporate 
fiduciaries are entitled to make suggestions 
in the course of the preparation of wills and 
trust agreements in which they are named 
and that in administrative work the services 
of a lawyer usually are not required, that 
while preference in employment should be 
given to the lawyer who prepares a will or 
trust instrument, a fiduciary is entitled to 
pass judgment on his competence and the 
reasonableness of his charges. A joint com- 
mittee is created to pass on all questions 
arising under the code. It is especially 
worthy of note that this code has been adopt- 
ed in spite of the fact that the relations be- 
tween members of the Bar and the fiduciaries 
in Massachusetts were at one time highly 
antagonistic. Too much credit cannot be given 
to the representatives of both parties whose 
patience, tact and cooperation finally brought 
about this very satisfactory accomplishment. 


Broad Scope of Fiduciaries’ Functions 

and Responsibilities 

The foregoing instances are, in my judg- 
ment, typical of a general trend. This gen- 
eral trend is due not only to recognition that 
corporations cannot practice law, directly or 
indirectly, but also to the undoubted fact 
that the most successful trust representatives 
recognize that it is in the fiduciaries’ best 
interest to have the good will of the Bar 
and, more than that, to avoid any responsi- 
bility for the preparation of legal instrt- 
ments. They have come to realize that the 
business administration of estates and trusts 
committed to their care is in and of itself a 
sufficient undertaking to absorb ell of their 
ability and all of their energy. 

They realize that their manifold duties in 
assembling and caring for assets, inventory- 
ing and valuing the estate, paying debts and 
taxes, making proper accountings, determin- 
ing what securities should be retained, dis- 
posed of or acquired, preserving the value of 
real and personal property and interests of 
innumerable varieties, involve responsibilities 
and liabilities more than sufficient without 
adding thereto the further responsibility for 
preparing or construing the wills and trust 
agreements under which they act. They, of 
course, cannot be compensated for the prepa- 
ration of any such instruments without un- 
dertaking directly to practice law, and if they 
do prepare them without charging, they are 
undertaking an added_ responsibility for 
which they receive no pay in addition to the 
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duties of administration, for which often 
enough they receive inadequate pay. 

In view of these facts and of the success 
of those fiduciaries which have recognized 
and adopted a proper relation to the Bar, it 
is difficult to understand why situations 
should exist where fiduciaries still insist on 
their right to prepare wills and trust agree- 
ments. Certain of the fiduciaries up to the 
present time have refused to depart from the 
position that they have the right to have 
wills drawn by attorneys whose fees are 
paid by the fiduciaries and to handle proceed- 
ings in the Probate Court. It would be for- 
tunate if proceedings against such fiduciaries 
could be avoided and if such of the fiduciaries 
as claim the right to have their attorneys 
prepare these legal instruments would recon- 
sider their position and forego practices 
which alienate the good will of the Bar, 
involve added responsibilities and liabilities 
and a violation of generally accepted princi- 
ples of conduct. 


Faith in Cooperative Movement 


It is also difficult to understand why such 
fiduciaries as claim the right to have their 
own lawyers prepare legal documents, insist 
on what is in effect offering the services of a 
lawyer for sale on the basis of a divided 
loyalty. If a trust company in its own be- 
half required the services of a lawyer, it 
would most certainly insist that the lawyer 
retained would give to the trust company’s 
interests in the matter placed in his hands 
his full, complete and undivided loyalty. It 
would not accept for that purpose a lawyer 
who was in the pay or under obligations to 
the other party to the transaction; yet it is 
precisely that which they offer to prospective 
testators and trustors. 

There can, I think, be no doubt of the sin- 
cere desire on the part of the Bar in general 
to live in friendly relations with the fidu- 
ciaries. Equally, there is no doubt that as a 
general rule that desire is reciprocated by 
the fiduciaries. I believe that the Bar now 
generally recognizes and accepts without 
question not only the right of corporate fidu- 
ciaries to act as executors, trustees, guard- 
ians and in other fiduciary capacities, but 
further recognizes the great value of the 
service of corporate fiduciaries in these ca- 
pacities. Likewise, I am confident that it 
will not be long before corporate fiduciaries 
everywhere will recognize that they have no 
right and that it is contrary to their own 
and the public interest, to offer or provide 
legal services and that every prospective 
testator or trustor should receive the advice 
of independent counsel. 





TRUST COMPANIES AND THE PRACTICE OF LAW IN 


PHILADELPHIA 
QUESTIONS OF EXCLUSIVE RIGHTS AND ENDEAVOR TO CONTROL 
FIDUCIARY MACHINERY 


WwW. G. LITTLETON 
Vice-president, Fidelity-Philadelphia Trust Company 


(Epiror’s Note: In connection with the movement in Pennsylvania to effect agree- 
ment between trust companies and legal profession as to ‘practice of the law,’ Mr. Littleton 
prepared a thesis of the rights of the trust companies in which he expressed the viewpoint 


that trust companies were being intruded upon by the lawyers. 


He referred to the entire 


practice in Philadelphia with which he is familiar through his own experience dating back 
as far as 1884. Particularly interesting is his reference to the work of Philadelphia ‘‘con- 


veyancers.”’ 
of Philadelphia.) 


RIOR to the fifty-fifth annual meeting 
of the American Bar Association, which 
was held in Washington, D. C., in Octo- 
ber, 1932, the advance program of the meet- 
ing was published and sent to its members. 
A part of the report of the special committee 


on unauthorized practice of law appears on 
page 220 of this program, where it is said: 
“* * * Legislation which attempts to define 
or limit the practice of the law or to establish 
a basis of relationship between lawyers and 
lay organizations is ill-advised and provoca- 
tive of trouble. * * * Such agreements and 
declarations should not, however, undertake 
to define the practice of the law. * * * Neither 
a bar association nor a corporation has any 
authority to declare what is or what is not 
the practice of law. * * * Agreements under- 
taking such definitions are undesirable be- 
cause they invite compromises in which bar 
associations yield some points in controversy 
in order to procure agreement on other points 
which are thought to be more important. 
** * Such compromises place bar associations 
in the attitude of being willing to agree to 
unlawful usurpation by lay intermediaries 
provided lawyers gain some benefits thereby.” 
This language is very interesting because 
of the converse of the proposition. Since 
1921, the year in which the meetings of the 
Trust Company Division of the American 
Bankers’ Association were first started in 
New York, the question of the relationship 
with the bar, particularly in regard to the 
so-called practice of the law by trust com- 
panies, has been a burning one. For several 
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years the committee of the American Bank- 
ers’ Association was unable to get in touch 
with a similar committee of the American 
Bar Association, and during that time the 
attacks of the organized lawyers upon the 
practices of trust companies became more 
vigorous and extensive in their scope. At 
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first these seemed to be confined to the prac- 
tice of drawing wills in the offices of trust 
companies, but they have now become widely 
extended. 


Attempt to Control Fiduciaries 
Administration 

No better answer to the strictures of the 
members of the bar in their attempt to con- 
trol absolutely the machinery whereby the 
disposition of estates and the management 
of people’s business affairs should be vested 
in them exclusively, has ever been made than 
in an editorial by “Girard,” entitled, “Pitch- 
forked into the Lawyer’s Office.” This showed 
the animus that was back of the attempt on 
the part of the legal profession to take to 
itself as its exclusive privilege something 
which the law has never given to the lawyers. 
In fact, not only have they never had the 
exclusive right to prepare wills, but there 
was a period when they were not permitted 
to engage in the writing of such instruments. 

“Is the drawing of wills, deeds, bonds, 
mortgages, bills of sale, and other like in- 
struments the ‘practice of law’ sufficient to 
convict the title and trust companies which 
do such work in the course of the business 
for which they are incorporated? The test 
is not whether the act done is one which is 
commonly performed by an attorney. The 
inquiry is rather whether it is an act which 
might lawfully be performed by a layman. 
The basis of decision should be the nature 
of the act, and not the identity of the indi- 
vidual who most frequently performs it. 

“To support the contention that the title 
and trust companies cannot draw such pa- 
pers for pay is to hold that such work is 
the professional business of the lawyer ex- 
clusively. That contention is against legal 
history and tradition. The advocate never 
did the work of a conveyancer. The scrivari- 
us of the civil law and his successor, the 
continental notary public, always did such 
clerical work and were never admitted to the 
ranks of the professional lawyers.’ 

“In England, the notary public was always 
allowed to prepare deeds, agreements, wills, 
and other papers relating to real and per- 
sonal property.” Indeed, far from being the 
ancient right of lawyers only, the prepara- 
tion and execution of instruments to alienate 
land and conveyancing in general were not 
even open for attorneys or solicitors to en- 
gage in before 1760. The Scriveners’ Company 
had a close monoply of all such business; and 
not until that year did the ‘Society of Gentle- 


\Wright: French Ciril Code, arts. 971, 972; Goirand, French 
a Law with Codes of Commerce and Procedure, 
p. 

*Halsbury’s Laws of England, Vol. 21, Sec. 817; King vs. 
Scrireners’ Co., 10 Barnewell & Cresswell, 511. Eng. 1830. 
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ment Practisers in the Courts of Law and 
Equity’ gain the right also to draw such in- 
struments.” *, ¢ 


Work of Conveyancers 


In reference to the claim of lawyers that 
the preparation of legal documents the writ- 
ing of wills and work of this nature is the 
practice of law, and that they alone have the 
right to attend to such business, I would say 
that this is contrary to history and practice. 
If the writer may be permitted to refer to his 
own experience, which started in the fall of 
1884, he would call attention to the fact that 
there was in Philadelphia at that time what 
was known as the Conveyancers’ Association. 
This was composed of men whose business 
was the writing of wills, the drawing of 
deeds, the preparation of mortgages and such 
other legal documents as might relate to the 
disposition of estates, the transfer of real 
estate, or the securing of loans of money 
thereon. This association consisted of men 
who generally were not members of the bar, 
and we had a coterie of gentlemen who were 
as well known to the public as the lawyers 
themselves, Belonging to the organization 
according to Gopsill’s Business Directory for 
the year 1885 were such men as: 


Charles J. Miller 
Charles W. Miller 
Joshua H. Morris 
S. Kingston McCay 
William McLean 
Thomas S. Mitchell 


Edward Bedlock 
Henry D. Bell 
Bonsall Brothers 
D. M. Bowen 
George W. Carson 
C. B. Carver 
Parmalee 


Charles H. Cheyney 
D. E. Dallam 
Colladay & Hartley 
Alexander Colville 
Sdwin T. Coxe 
Holstein deHaven 
Alfred Fitler 

Samuel T. Fox 
James G. Francis 
Henry Haines 
Washington Hersh 
John H. Hogan 
Zdward V. Lansdale 
Charles H. Masson 


Henry S. 

Louis H. Redner 

Craig D. Ritchie 

Samuel S. Sibbs 

W. Fred Snyder 

C. Stevenson 

Lisle Stokes 

A. E. Wiegand 

Alfred H. Williams 

The Williamson Bros. 

Wm. R. Nicholson 

Horace Yardley 
and others. 


No one for one moment ever considered 


that these men were violating the law. They 
had established businesses and their position 
was recognized by the bar, by the judges of 
the courts, and by the community in general. 

“When Congress laid revenue duties on dif- 
ferent pursuits and professions, it recognized 
the wide range of legal services by persons 


3Encyc. Laws of England (2nd Ed.), Vol. 13— p. 438, ‘‘Soli- 
citor.”’ 

4“*Trust Companies and the Practice of Law," by Arthur 
Littleton, University of Pennsylrania Law Reriew. 
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not attorneys at law. It grouped these under 
the name ‘Conveyancer,’ which the act® de- 
fined as: ‘Every person, other than one hav- 
ing paid the special tax as a lawyer or claim 
agent, whose business it is to draw deeds, 
bonds, mortgages, wills, writs, or other legal 
papers, or to examine titles to real estate.’ ”’ ® 

The lawyers now say, however, that such 
work done by persons other than duly admit- 
ted members of the bar, is in violation of 
the law and must be stopped. Is it not a late 
date to start such a movement as this? 


Question of Ex,clusive Rights 

It has been argued on the floor of the Penn- 
sylvania Bar Association meetings at Bedford 
Springs that the work which we have de- 
scribed, undertaken by anyone other than a 
lawyer, constitutes a grievance against which 
the Bar Association should protest. When 
the attention of certain prominent members 
of the Bar Association was called to the work 
of the conveyancers in Philadelphia, they 
were surprised to learn that such an organi- 
zation and such a practice of handling the 
preparation of the documents referred to, had 
existed for such a long time in Philadelphia. 

The very fact that the lawyers are demand- 
ing as their exclusive right that which is 
merely a privilege shared with them by oth- 
ers, is shown by the comments in the advance 
program of the American Bar Association 
meeting, on Page 228, relating to practice be- 
fore the Board of Tax Appeals. By the rules 
of this board, certified public accountants and 
lawyers are the only persons who are per- 
mitted to practice before it. Now, however, 
comes the complaint on the part of the law- 
yers that the accountants should not be al- 
lowed to appear. In other words, the law- 
yers assume that they alone have the right to 
conduct business before this organization, 
although the board. in the exercise of the 
authority conferred upon it, has said that, 
with the lawyers, public accountants have 
the right to practice before it. 


Test of Protection and Service to the Public 

On Page 221 of the advance program of the 
American Bar Association above referred to, 
we read: 

“Every lawyer's license is granted to him 
by the state primarily for the protection of 
the public. * * * In restricting this high privi- 
lege to individual persons who have been 
found to be qualified, the state serves the 
public welfare * * *.” 

Who serves the public welfare best, how- 
ever, in this case? Between a public ac- 
countant who understands his business thor- 


8Act. Cong., July 13, 1866, C. 184, Sec. 9, 14 U. S. Stat. 
at Large, p. 118. 


oughly, and an ordinarily well-qualified 
member of the bar who has not particularly 
specialized in tax work, which one can best 
serve the interests of the individuals who 
form the public, before such a body as the 
soard of Tax Appeals? There is not one of 
us who would be willing to go before that 
organization, even when we had retained a 
lawyer, unless we were fortified by the pres- 
ence of a certified public accountant who 
had been devoting his time to the study of 
tax calculations. A lawyer in ordinary gen- 
eral practice would in such cases be of little 
help. 


Philadelphia Practice Never Changed 


At the meeting of the Pennsylvania Bar 
Association at Bedford Springs, in June of 
1932, the chairman of the committee dealing 
with unauthorized practice of law, was asked 
two questions, after he had made his report: 
“Ts the writing of wills the practice of law?’ 
He hesitated quite a while before answering 
and then he said, “Yes,” he thought it was. 
He was then asked, ‘““‘When did it become so?” 
This question he has not answered yet. His 
questioner then stated that it was not and 
never had been the “‘practice of law,” citing 
the facts hereinbefore mentioned. 

The Philadelphia practice has never been 
changed by Act of Assembly ;7 nor has there 
been any judicial decision making the trans- 
action of such business the practice of law. 

After the Bar Association meeting above 
referred to was over, a well-known Phila- 
delphia lawyer said that Gauler vs. Solici- 
tor’'s Loan and Trust Company (9 Pa. C. C. 
Reports, 634-1891) was such a decision. An 
examination of this case, however, shows 
clearly that the remark of Judge Arnold, who 
tried the case, to the effect that a title insur- 
ance company could not do conveyancing of 
any kind, was a mere dictum and was abso- 
lutely unnecessary to the decision rendered. 
The suit involved the enforcement of a con- 
tract which the Solicitor’s Loan and Trust 
Company had made with Gauler, and which 
it was bound to carry out, without reference 
as to whom the scrivener was who drew the 
papers in question. When the validity of 
this contract had been upheld, the remarks 
that were made from the bench were entirely 
beyond the question and formed no part of 
the actual decision of the court. 


“The statutory provision® in regard to the 


6‘*Trust Companies and the Practice of Law,”’ by Arthur 
Littleton, University of Pennsylvania Law Review. 

7Address of John B. Brooks, President of the Penna. Bar 
Ass'n, Bedford Springs, Pa., June 24, 1931, report of the 
Ass'n, p. 8. 

8 Act of May 9, 1889, P. L. 159. 
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powers of such companies is ‘to make insur- 
ances of every kind pertaining to or con- 
nected with titles to real estate, and to make, 
execute and perfect such and so many con- 
tracts, agreements, policies, and other instru- 
ments aS may be required therefor. Under 
this statute it would seem that any convey- 
ancing done incidental to the generally con- 
ceded duties of a title and trust company is 
not ultra vires. Certainly, it is not the prac- 
tice of law.’ 


Common and Long-Established Practice 

No argument in favor of the position taken 
by the bar upon this question has been made 
which gives a good reason for conferring 
upon attorneys the exclusive right to render 
certain services, as if they were incapable of 
being performed by a layman. “ * * * Com- 
mon and long-established practice points 
in a different direction. And if these sery- 
ices are not the usurpation of the lawyers’ 
duties when rendered by laymen, neither are 
they the ‘practice of law’ when performed 
by ‘title or trust companies.” 

Business would be brought to a standstill 
if every time a house were leased, a prop- 
erty sold, a tax return made, the matter had 
to be taken to a lawyer. The whole common 
practice in the Commonwealth of Pennsyl- 
vania has been against such a course of pro- 
cedure. 

The contents of ‘tthe bill presented to the 
Legislature in 1931, which failed of passage, 
show that what the lawyers want to do at 
the present time is to change the law and 
upset the established practice of years. A 
reading of the bill shows this clearly. 

The article by “Girard” above referred to 
shows plainly that the people of this state 
know how to take eare of their own affairs, 
and in doing so they can very well depend 
upon what has been the practice for many 
years. 

The recent efforts of members of the Phila- 
delphia Bar Association are fully in accord- 
ance with what has been happening in other 
parts of the country, for as the years have 
gone by the demands of the lawyers upon 
the trust companies have gone far beyond 
the simple question of drawing wills. In 
certain states of the Union they now deny 
the right of the companies to advertise their 
business, and they have proposed legislation 
at different times, in various places, which 
would render it almost impossible for the 
trust companies to exercise their charter 
rights. In Philadelphia these demands have 


“Trust Companies and the Practice of Law,” by Arthur 
Littleton, University of Pennsylvania Law Review. 


even gone beyond the question of the prac- 
tice of law, and if they were now complied 
with would prevent the trust companies from 
exercising their constitutional right of se- 
lecting their own counsel. 

The decision of the Supreme Court in this 
matter is flatfootedly against the present 
claims that are being put forward, which 
would completely hamstring the companies 
by forcing them to select lawyers chosen by 
others than themselves. A reference to Com- 
monwealth vs. Order of Vesta (156 Pa., 531), 
is therefore made, directing special attention 
to the language of Mr. Justice Mitchell, on 
page 538. He says: 

“Rights have been acquired and obligations 
assumed, by the assignee, the surety, and the 
creditors, in accordance with law. * * * 

“The assignee is entitled to select his own 
counsel; and if other parties are not satisfied 
that their interests are being properly cared 
for, they must employ their own counsel as 
in other cases.” 

How easy it is to take this language and 
apply it not only to the case of an assigned 
estate, but to that of a decedent’s estate, or 
to any case where a fiduciary has assumed 
the responsibility which the law imposes upon 
him. No one can select counsel for the fidu- 
ciary better than the one bearing the burden 
of the obligations imposed by the instrument 
creating the trust relationship. The language 
of the Supreme Court in this case is conclu- 
sive. 

When carefully examined, the present de- 
mands of the lawyers in reference to this 
business are seen to be the putting forward 
of a claim to an exclusive right vested in 
themselves, which is not justified by any 
law at the present time upon the books, and 
the doing away with a practice which is en- 
tirely legal and has been in existence for 
years. 


oOo 9 


AMERICA OUTLIVES THE UPS AND 
DOWNS 

“We have all seen the many charts and 
diagrams showing the fluctuations of busi- 
ness. These charts are important from a 
technical standpoint and indicate definite 
cycles of business activity. 

“But one thing that seems to be over- 
looked is the fact that a line drawn through 
these charts to indicate the continuous trend 
of this nation would show a steadily rising 
progress. In spite of fluctuations, we have 
made permanent gains that have outlived 
all the ups and downs of business since the 
beginning of this country.’—(Harris Creed, 
president Cleveland Trust Company.) 
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It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 


company, whose charter marked 





the inception of corporate trustee- 
ship in this country, is today a 


trust company exclusively. It does 





no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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TRUST INVESTMENTS AND DEFLATION PROBLEMS 


SEARCHING FOR GREATER STABILITY OF PRINCIPAL AND INCOME 


JOHN E. BLUNT 
Vice-president, Continental Illinois National Bank and Trust Company of Chicago 


(Epiror’s Note: Mr. Blunt has had many years of practical experience in handling 
bond and trust investments. He shows that various types of investments formerly regarded as 
premier for the investment of trust funds, have proven vulnerable during these recent years of 
depression. He advocates a searching analysis of the trust investment program in the light 
of late experience with the object of setting up more durable policies which shall enable 
corporate fiduciaries to approach more closely the ideal of conservation as against periodical 
ups and downs in values.) 


HE past few years have multiplied 

many times the investment problems of 

the trust officer. Experience, however, 
should prove of great value to all of us and 
many important lessons may be learned. 
Faults and shortcomings in our trust invest- 
ment practice have been demonstrated and 
eall for correction. As trustees it is our duty 
to preserve and conserve the principal of 
our estates. Over and over again we are 
told that it is not incumbent upon us to in- 
crease them, and in no case must we indulge 
in speculation. In following out this prac- 
tice certain classes of securities have come 
to be regarded as traditional trust fund in- 
vestments, but a brief review of these classes 
in the light of recent events indicate that 
nearly every one of them has developed weak- 
nesses of one kind or another. 


Vulnerability of Highest Grades of Securities 

United States Government bonds naturally 
constitute our premier investment. Our work 
would be greatly reduced and ‘the problem 
simplified if a 3 per cent return would sat- 
isfy our beneficiaries, but we all know that 
this is not the case and we are forced to 
exert ourselves to attain that ideal situation 
—the highest rate of interest consistent with 
safety of principal. 

Federal Land Bank bonds cannot be 
classed as entirely satisfactory as long as 
the prices for agricultural products are not 
sufficient to enable the farmer to meet his 
obligations. Their goodness is to some ex- 
tent dependent on the government continu- 
ing to recognize its liability for these step- 
children, which it has recently done by con- 
tributing some $125,000,000 additional capi- 
tal to the system. No consideration, how- 


ever, has been given to the Joint Stock Land 
Bank bonds, which are apparently regarded 
as illegitimate progeny. 

Until very recently municipal obligations 
were considered only slightly less desirable 
than government bonds and little attention 
was paid to the rapidly mounting municipal 
indebtedness, which in the past decade has 
increased from about $8,000,000,000 to over 
$16,000,000,000. The overburdened taxpayer 
is at last rebelling, municipal defaults are 
numerous and the bonds of many of our 
largest cities are selling at substantial dis- 
counts. There are still many good municipal 
bonds, but the greatest care must be used in 
examining them. Tax collections must be 
checked, and a careful study made of over- 
lapping municipal indebtedness. 


Railroad and Public Utility Bonds 


Next in order come railroad bonds, which 
for generations have been a favored invest- 
ment for insurance companies and trustees. 
in my opinion, they have never entirely jus- 
tified their high investment rating. They usu- 
ally run for long terms with no adequate 
provision for payment at maturity. The fu- 
ture of the railroads appears to be none too 
bright, and with few of them earning fixed 
charges on their universally heavy debts, not 
many railroad bonds can be regarded as 
Suitable trust investments att the present 
time. 

Our experience with public utility bonds 
is limited to about one generation, and it is 
only in recent years that they have been 
considered suitable trust fund investments. 
Fortunately, they represent an industry 
which is on the upward trend and far from 
its peak. While great credit is due the util- 
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ity operators for wonderful strides in man- 
agement and development, they have been 
shortsighted in handling ‘their financial pro- 
grams. Here again we find long term bonds 
with little provision for payment at ma- 
turity. Pyramided holding company struc- 
tures have capitalized future earnings to a 
ridiculous degree and have placed the indus- 
try in a vulnerable position. We are likely 
to see government control of holding com- 
pany financing and agitation for reduction 
of operating company rates. However, the 
bonds of the best operating companies may 
be considered high-grade investments. 


Industrials and Real Estate Mortgages 

Industrial bonds have never as a class been 
regarded with great favor for investment of 
trust funds, and yet they possess many ad- 
vantages over either railroad or utility is- 
sues. While the earnings are ordinarily sub- 
ject to extraordinary variation, this depres- 
sion has demonstrated that railroad earnings 
ean fall off fully as rapidly. Industrial debts 
are usually small in comparison ‘to the value 
of the property, and most industrial issues 
eontain sinking fund provisions. Freedom 
from regulation enables them to build up 
strong cash reserves in good times to carry 
them through the lean periods. Well selected 
industrial bonds should be suitable for trust 
funds. 

Real estate mortgages are probably legal 
investments for trust funds in every state in 
the Union, and it has been stated that one- 
half of all trust funds are invested in them. 
They have some very marked advantages: a 
5% per cent or 6 per cent rate of interest 
ean be obtained, and they are not subject to 
fluctuation in market value. In the period 
of rising values they were most satisfactory 
investments, but in the past four years of 
declining values the weaknesses of mortgages 
have become apparent, and defaults and 
foreclosures are frequent. Their lack of mar- 
ketability often furnishes a difficult problem 
in the distribution of an estate, and extreme 
eare is necessary in the allocation of mort- 
gages to see that they are placed in the 
proper funds. 

Thus it is evident that all these classes of 
investment are subject to weaknesses which 
develop during a period of depression such 
as the present, and in endeavoring to pre- 
serve the life or principal of the estates en- 
trusted to our care we are struggling against 
the age-old tendency of nature to destroy it. 


Enlisting Scriptural Admonitions 


In an article in the July number of Trust 
CoMPANIES entitled “The Meek Shall Inherit 
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the Earth,” my friend Mr. Horr of the Cleve- 
land Trust Company congratulates trust com- 
panies in general for following the conserva- 
tive course and resisting the pressure to in- 
vest in common stocks which was placed 
upon us three or four years ago when the 
publie was so thoroughly stock minded. I en- 
tirely agree with Mr. Horr and am happy to 
say that we did not yield to this temptation. 

There is another side to ‘the picture, how- 
ever, and I too am tempted to quote scripture 
from the 16th Chapter of Matthew, 25th 
Verse: “Whosoever will save his life shall 
lose it.” Is it possible by adhering to the 
traditional lines of investment to avoid the 
ultimate depletion of the principal of our 
estates? We are compelled in most cases to 
pay out the entire income and cannot make 
provision for the depreciation which is just 
as inevitable in a trust estate as in other 
forms of property. We are endeavoring to 
lay up treasures on earth and moth and 
rust will continue to corrupt. 


Is There a Better Way? 

The estates committed to our care were 
largely the result of initiative, courage and 
taking chances. Can they be preserved when 
all these elements are eliminated? In an 
article in the Wall Street Journal of Au- 
gust 5th entitled “Safe Yields,” Thomas F. 
Woodlock quotes the following from The 
Pound Sterling by ‘A. E. Feaveryear: 

“There is probably some principle deep 
down in human nature, or in the system 
which man has constructed for satisfying his 
wants by producing goods for a market, 
which secures that those who take a mort- 
gage upon the means of production in order 
to live in idleness upon the interest shall in 
the long run be deprived of a portion of the 
wealth which they lend.” 


This brings us to the question as to wheth- 
er or not there is any way in which the 
principal of our estates can be better con- 
served. Depreciation in the case of fixed in- 
terest bearing securities seems inevitable, and 
your Own experience will tell you that there 
are only two types of investment which offer 
possibilities of appreciation; these are real 
estate and stocks. For obvious reasons, in- 
vestment of trust funds in real estate is sel- 
dom desirable; investment in stocks has had 
such a flavor of speculation that generally 
trustees have not embraced this alternative. 


Authority to Invest in Stocks 
I do not wish to be recorded as an advo- 
cate of common stocks for trust investments, 
or have anyone feel that this is the policy of 
the bank of which I am an officer, but in 
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many instruments we are given the same 
authority and discretionary powers as the 
testator would have were he alive; in others 
stocks are specifically mentioned as author- 
ized investments. Are we not justified in cer- 
tain- cases, and at certain times, in giving 
eareful consideration to the policy of invest- 
ing a portion, say not to exceed 20 per cent 
of the estate, in common stocks where we 
have full powers? Such purchases should 
be made only in stocks which are paying sat- 
isfactory dividends and have every prospect 
of continuing them, and preferably in com- 
panies that have little or no funded debt. 
They should be carefully reviewed, and a 
sale at an opportune time is quite as impor- 
tant as the purchase. Without going into de- 
tails or attempting to work out any rule as 
to when stocks should be sold, I will say 
this—when the income from a stock is less 
than that obtainable on first-class bonds, its 
sale should at least be considered. FE. J. 
Reilly, trust counsel of Moody’s Investors 
Service, read an excellent paper on this sub- 
ject at the last Mid-Winter Trust Conference. 

To return to bond investments, it would 
seem to me that the greatest problem before 
us 'today is ‘the position of our railroads. The 
enormous amount of railroad securities held 
in trust funds makes this a very vital ques- 
tion. As already stated, but few of the rail- 
roads are today earning their fixed charges. 
The loans from the Reconstruction Finance 
Corporation have not diminished but have 
increased their indebtedness, and cannot be 
continued indefinitely. While I think we can 
look forward to better conditions, it is diffi- 
eult to see how the improvement will be 
rapid enough to save some of our principal 
railroads from receivership. It will also be 
interesting to see whether or not reorganiza- 
tions will profit by the experience of the past 
few years. 


Avoiding Railroad Receiverships 
It is my belief that the financial structure 


of our railroads is basically wrong. The 
principle that a bond is a debt that has to be 
paid is entirely lost sight of. Bonds fre- 
quently constitute two-thirds of the capital 
of a railroad company; many of them run 
from fifty to one hundred years with no pro- 
vision for their payment. Inability to meet 
a maturing obligation or default in interest 
payments may bring about receivership and 
foreclosure, followed by a revamping of the 
structure along the same old lines, with each 
security set back a step or two. The burden 
of funded indebtedness continues to mount 
until it gets too heavy, when the same situa- 
tion is again reached. 
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It seems to me that the proportion of 
bonded indebtedness should be materially re- 
duced and that a cumulative sinking fund 
should be provided sufficient to retire each 
series of bonds at maturity. Or better still, 
though it is probably too radical a step to 
receive serious consideration, the entire 
bonded indebtedness be eliminated and a per- 
petual stock or debenture issued which would 
not have the right of foreclosure. Adequate 
provision for the protection of holders should 
be incorporated and in the ‘event of suspen- 
sion of interest or dividends for a certain 
length of time they could be given the right 
to elect the management. This would enable 
the companies to survive a few bad years 
without resorting to receivership with its 
dire consequences. 


Alert to Investment Problems and Safeguards 

Present conditions have very fortunately 
brought to the attention of trust companies 
the importance of the investment end of their 
business. Up to a few years ago this was 
severely neglected. Trust company officials ° 
were frequently lawyers selected for their 
knowledge of law rather 'than securities, and 
the problem of administration was consid- 
ered all important. In most cases state laws 
authorize the retention of securities received 
in trusts, and investments once made were 
usually allowed to lie dormant until some- 
thing happened. Systematic reviews were in- 
frequent. Fortunately, this condition has 
been changed and trust companies now real- 
ize that the investment problem is probably 
the most important one before them. 

There is no question but that the trus- 
tee’s problem is a difficult one and that 
the forces pitted against him are many. 
We are trying to combat the _ theory 
of shirt sleeves to shirt sleeves in three 
generations and to make it possible for 
men to live on their predecessors’ accu- 
mulations. This much may be said, however, 
that trust companies today are conscientious- 
ly endeavoring to carry out the task imposed 
upon them, and in spite of their mistakes and 
the limitations under which they must oper- 
ate, the record of well-managed trust com- 
panies in handling estates is much better 
than that of the average individual handling 
his own affair, or that of the individual 
trustee. 


The Farmers Savings Bank of Williams- 
burg, Ia., is a beneficiary to the extent of 
$25,000 under the will of the late W. G. 
Fletcher, a former president of the bank and 
as a return “for many favors I received from 
the bank,” as stated in the will. 
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SPEED UP AND SIMPLIFY 
YOUR TRUST ACCOUNTING 


BURROUGHS SIMPLIFIED TRUST SYSTEM OFFERS 
THESE 10 OUTSTANDING ADVANTAGES: 


1. Makes up-to-the-minute information about each trust instantly 
available. 


. Is adaptable to any type of trust. 
3. Is simple enough for any bookkeeper to operate. 


4. Is plain enough to be understood by every person in the trust 
department. 


. Is flexible enough to provide for unlimited expansion. 


. Is inclusive enough to handle every conceivable type of trust 
transaction as a matter of routine. 


7. Gives absolute control of every trust and every transaction. 


. Gives a daily automatic balance of each trust and the entire trust 
department. 


. Supplies information for audits, court reports, annual statements, 
income tax, etc., eliminating special analyses. 


. Is easy to install, inexpensive to operate. 


Why not, today, telephone the local Burroughs office 
—or write direct—and get full information 
about this simplified trust system? 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


BURROUGHS 


SIMPLIFIED TRUST SYSTEM 





GLIMPSE AT THE FUTURE OF TRUST BUSINESS 


MEASURING UP TO OPPORTUNITIES FOR GREATER SERVICE 


WILLIAM H. STACKEL 
Vice-president and Trust Officer, Security Trust Company of Rochester, N. Y. 


(Epiror’s Note: Mr. Stackel’s article bears the mark of many years of experience and 


keen observation in the field of trust responsibility. 


He shares the conviction that trust 


administration is susceptible to greater refinement and wider scope in technique of service 
as well as accentuating service. He discusses essential improvements in the writing of wills 
and trust instruments, cultivation of wise relationship with members of the Bar as to pro- 
fessional ethics, problems as to discretionary authority conveyed to trustee, divided respon- 
sibility due to co-erecutor and co-trusteeships and emphasizes the human aspects in future 
of trust service.) 


VERY business in this modern age has 
been undergoing change and adjust- 
ment with the promise of equally if not 

more important developments in the future. 
In this particular the trust business is no 
exception. During my own experience, ex- 
tending over more than a quarter-century, 
far-reaching developments have taken place 
and have altered in great measure the type 
of service which the corporate fiduciary is 
called upon to render. New conditions sur- 
round our every operation. 

Recalling the trust business as it was in 
the early part of this century is somewhat 
like going over those old daguerrotypes which 
remind us of outmoded customs and fashions. 
Nevertheless, glimpses of the past give us a 
better perspective. Past and present com- 
bined form a sort of long-range telescope 
through which to view the future. 


Improvement in Writing Wills 

Wills were usually simple in the old days. 
Many were confined to a few paragraphs and 
these were regarded as models of brevity 
and perfection. ‘Make it brief’? was the ac- 
cepted slogan. Gradually, as the trust be- 
came the accepted method for protecting 
one’s dependents and as estates proved more 
complex, longer wills were necessary, so that 
today hardly any testator insists upon brev- 
ity but rather do wise testators require clar- 
ity and that completeness of expressed pur- 
pose which are possible only in a carefully 
drawn and sometimes lengthy document. 

The most important writing to which any 
man can affix his signature is that which 
aims to pass on to others the responsibilities 
which he himself has borne and to divide 


equitably and most effectively the estate 
which he has spent a lifetime accumulating. 
Much education is still necessary to bring 
this truth home to the will-making public. 
Too many testators are concerned primarily 
over the legal expense of preparing their 
wills and seek to belittle the task of the legal 
counsellor. Too much trust advertising tends 
to minimize the amount of careful thought 
and planning which should be expended in 
the preparation of a proper testamentary 
instrument. 


Clarifying Discretionary Powers in Trust 
Instruments 

A great deal remains to be accomplished 
in the direction of better trust instruments. 
The whole subject of discretionary clauses 
permitting the use of principal funds should 
be carefully reviewed both from the legal and 
the practical standpoint. Trust administra- 
tors who are meeting practical situations 
with their beneficiaries from day to day have 
accumulated a reservoir of experience which 
should be drawn upon more and more in de- 
termining the particular type of discretionary 
provision suited to each given case. 


They should to a greater extent be privi- 
leged to examine legal instruments under 
which they may be expected to assume dis- 
cretionary powers. Where a trustee is ham- 
pered by inadequate or loosely expressed pro- 
visions, the purposes of the trust may not be 
fully realized and the trustee may be blamed 
for unsatisfactory results. It was not so 
long ago that many trust executives were 
chary about assuming discretionary powers. 
Possibly from that position we have gravi- 
tated to another extreme and have declined 
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into the error of assuming that we can ac- 
complish any desired result under the brief- 
est sort of discretionary provision. 


When Broader Powers Are Desirable 

Wills may still be found in which principal 
funds may be used in case of “illness or emer- 
gency.” The term “emergency” is too limited 
to fit most situations. Even the terms “main- 
tenance and education” as applied to children 
should usually be amplified. Let me cite 
examples of such broader powers which may 
be used with good effect and will serve to 
give an idea of the possibilities: authority in 
the trustee’s discretion to reduce or discharge 
a mortgage resting upon the home, to dis- 
pose of one dwelling and purchase another, 
to keep the family provided with an auto- 
mobile, to supply and replace equipment in 
the home, to construe the term “education” 
broadly so as to include travel or special 
training of any sort, to advance funds for the 
promotion of a child’s interests in a business 
or profession. 

In all this, the size of the fund and the 
family situation must naturally be the guide. 
Where a family of young children is depend- 
ent chiefly upon the returns from a large 
trust, broader powers, such as those indicated 
in the foregoing examples, are most certainly 
desirable. Also, we must keep in mind that 
where the instrument requires that the prin- 
cipal of a trust be held until the wife’s death, 
with no lump sum payments to children per- 
mitted, the children may be deprived of aid 
and encouragement when sorely needed. In 
such a situation, the surviving wife would 
be powerless to bring the desired relief. 

Undoubtedly the future growth of our busi- 
ness and the satisfaction that flows from 
trusts will largely depend upon the develop- 
ment of wills and trust instruments along 
broader and more progressive lines. 


Divided Responsibility 

Trust companies and banks are generally 
agreeable to acting as one of two or more 
executors or trustees. Some trust companies 
and banks conduct aggressive advertising 
campaigns inviting such relationships. This 
is a subject which deserves most careful 
consideration on ‘the part of trust executives. 

Apart entirely from the question of fees 
on smaller estates, which the trust company 
eannot afford to divide in any case, there is 
the more important question of divided re- 
sponsibility. Trust officers may well boast 
of the fact that so few differences have 
arisen between themselves and the friend or 
family member who has been appointed to 
act with them. But is not this a purely nega- 
tive comment? The true test is whether bet- 
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ter results have been achieved, prompt de- 
cisions reached, damaging compromises 
avoided. 


In this, as in all vital matters, we must be 
frank and honest. We can answer for the 
policy and performance of our own institu- 
tion and, if given sole responsibility, are will- 
ing to be judged by the results. But if the 
responsibility is divided, our judgment may 
be overruled ; our decisions compromised and 
important action delayed. The more vital 
the matter, the more we shall feel the need 
of conference and complete agreement with 
the representative who is chosen to act with 
us. 

In the field of medicine, we often call for 
a consultation, Yet the responsibility rests 
upon the family physician. In litigation 
there may be several counsellors, but only 
one attorney of record. In every business en- 
terprise, there is one chief executive. The 
Same reasons prevail in the administration 
of trusts and estates for centering respon- 
sibility and ultimate authority in one repre- 
sentative. A merchant of large means ap- 
pointed his three sons and a trust company 
to act as trustee, but provided that in ease 
of difference of opinion, the decision of the 
trust company should be binding. This busi- 
ness executive understood how to delegate 
authority. 

Corporate fiduciaries are likely to find it 
increasingly difficult to reach and execute 
courageous decisions on investment and other 
vital matters where co-executors and ¢co- 
trustees are involved. Obviously, we cannot 
refuse such appointments save in extreme 
cases, but we can at least make it clear that 
in many situations divided responsibility re- 
sults in multiplied difficulty and added risk. 


Wise Cooperation Between Trust Officers 
and Lawyers 

gigantic scale is a 

It is not 

surprising, therefore, that its relationship to 

the legal profession, with which it has the 


Trust business on a 
comparatively recent development. 


most vital contact, has been a subject of 
much discussion and negotiation. 


It is my conviction that while written codes 
of ethics will accomplish much, in the main 
this problem must be solved by a better ap- 
preciation on the part of both attorney and 
trust official of the important and indepen- 
dent sphere occupied by each. The attorney 
must become accustomed to the fact that, 
with greatly increased technique required in 
the administration of estates and trusts, and 
in the investment and supervision of personal 
funds, the fiduciary institution is better able 
to cope with these problems, and that wise 
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Make Good Use of Your 


Life Insurance Company 


One of the most important 
tasks it can perform for you is in 
the matter of ANNUITIES. 

An Annuity is a contract to 
pay you a definite sum every 
month or year, beginning at a 
given date and continuing as 
long as you live. 

You escape investment prob- 
lems. 
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cooperation between attorney and trust officer 
will best serve his client. 

The trust officer, on the other hand, must 
respect in the highest degree the sacred and 
time-honored relationship between attorney 
and client, and aim always to strengthen and 
encourage it. There are many situations 
where a legatee or beneficiary should be ad- 
vised to consult independent counsel. There 
are many cases where bank officials may set 
their customers right as to the true function 
of attorneys and the value of their services. 
We shall be the gainers in the end by doing 
full justice and by adopting a liberal attitude 
in every trying situation. A higher regard 
for the integrity and independent sphere of 
action of the legal profession will accomplish 
more than written agreements. 


Professional Attitude 

Of far greater importance than our at- 
titude toward any outside profession, is the 
attitude which we as trust officials assume 
toward ourselves and each other. Ours is 
more than a business. It is in the highest 
sense a profession. The implicit trust re- 
posed in us exacts of us no less than the 
highest ethical standards. Upon the realiza- 





TAKE NO CHANCE WITH OLD AGE. Ask for our booklet today. 


Che Prudential 
Susurance Company of America 
Epwarp D. DurriELp, President 
Home Office: Newark, New Jersey 





You know that the payments 
are sure and lasting. 

The Prudential will make such 
a contract with you for a very 
reasonable consideration. If you 
have funds for safe-keeping now, 
purchase in one sum. Or use our 
latest Retirement Income Policy 
and spread your payments to 
suit your desires. 





tion of this fact depends in great measure 
our future success. 

We must resist crass commercialism. We 
must avoid unsavory competition. We must 
aim to serve the highest public good, to place 
the good of the trust above every other con- 
sideration, to conserve properties and invest- 
ments, but also to cause inherited fortunes 
to become the means for greater achievement 
in the lives of the beneficiaries. For in the 
last analysis, the value of a trust must be 
registered not on ledgers or in packages of 
securities, but in the lives of those whom it 
is intended to benefit. 

For fear you may ¢all this preaching, let 
me explain—it is prophesy! It points the 
only way to a really great future for the 
trust business. 





a & & 

Charles F. Ellery, assistant trust officer of 
the Fidelity Union Trust Company of 
Newark, N. J., is being urged for the office 
of vice-president of the American Institute 
of Banking at the next annual convention. 

Thirteen of the twenty largest industrial 
corporations in America are depositors in the 
Guardian National Bank of Commerce of 
Detroit. 
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Banks like these 


unstall YORK 
VAULTS 


Your bank, too, can enjoy 

the same skill and experi- 

ence in vault manufacture 

and construction that have ae, 
made the name of YORK ee ee 
preeminent throughoutthe 

world. We will gladly con- 

fer with you regarding the 

size and type of vault your 


bank requires. 
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First National Bank of Boston National Bank, New York City 


YORK SAFE AND LOCK CO. 
@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 


BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 


SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE AND BURGLAR PROOF SAFES AND CHESTS 





TEPEOGUALACERUUUAOOCEOPOPOSPPPSSRUERSSSHLISPECFECCTICUOSRUCCCOEUOUCCCURCUSPPSUCCUPOPPUCUORUOCEEUECICOTOOCTCCCCRESROOSCtOGE 


PROBATE COURT SURVEYS REVEAL ECONOMIC 
ADVANTAGES OF TRUST ADMINISTRATION 


EMPLOYING FACTS IN THE DEVELOPMENT OF NEW TRUST BUSINESS 


CHARLES A. OSWALD 
President, Oswald Advertising Agency, Philadelphia, Pa. 


(Epiror’s Note: It is obvious from experience in recent years that the employment 
of facts will play a far more important part in trust development work than in the past. Mr. 
Oswald submits some interesting facts and figures based upon survey and comparison of 
Probate Court records which demonstrate the qualities which inhere in experienced corporate 
administration of estates and trusts. This does not imply any invidious comparison between 
the corporate and individual fiduciary. Such evidence of the superior advantages of corporate 
fiduciary management, secured from official sources, represents inescapable economic fact 
which the public is entitled to become acquainted with.) 


URING the past year or two the de- 
velopment of trust business has been 
slowed up in many sections, primarily 

because of the attitude of bank management 
towards trust department profits and costs. 
In many banks and trust companies, man- 
agement has taken the stand that in this 
era of lower profits it is unwise to continue 
spending money for development of trust 
business, especially when the financial re- 
turns to be realized are far in the future. 

This attitude has handicapped trust offi- 
cers severely because their activities have 
been curtailed, advertising budgets have been 
pruned and appropriations for solicitation 
effort greatly reduced. This fact alone, no 
doubt, has been as much responsible for the 
decreased new business volume during this 
period as any other factor attributable to 
the depression. 

There are signs, however, that bank and 
trust company managements are beginning 
to realize the fallacy of allowing the general 
“depression complex” to affect the policy of 
new trust business development. Indeed, 
the more experienced trust official recog- 
nizes that the adversities and individual 
problems of the past few years, have cre- 
ated a keener sense of appreciation for effi- 
cient trust service and protection. The near 
future is therefore likely to witness plans for 
new trust business and development quite as 
comprehensive, in many instances, as those 
underwritten in more prosperous years. 

But there is one important factor which 
must be reckoned with. Publicity and new 
development plans for trust business will 


have to be more sound, less wasteful and * 
more productive if they are to merit and re- 
ceive approval. The simple reason is that 
the economy period through which we have 
passed and are passing, has rudely disclosed 
the wasteful efforts of the past. Plans of 
the future must be more practical, based on 
facts and not guesswork. Advertising must 
contain more actual information and less 
platitudes. Sales canvass will depend on 
the marshalling and presentation of facts 
and less upon persuasive efforts of pleasing 
personalities. 


Facts Available from Probate Court Records 

From what source shall such facts be ob- 
tained? The answer is, from local experi- 
ence and the abundant facts written in the 
Probate Court records of communities large 
and small. No trust company or bank need 
search far beyond the available court records 
of its own locality. In fact the local records 


Estate SETTLEMENT VOLUME 


*5 400,000 
315.000 


1. Gross VALue (69 Estates) 
2. Aom. Exp. 

3. " °° 3IBANK-SET.ESTATES 88,000 
4. " °° SBINDIV-SET. ” 227,000 
S. 44 Estates SeTTLep Under WILLS 
6.45 ~ Without Wits 


CuHart I—Facts from Survey of Probate 
Court Records in Pensylvania and New 
Jersey. 
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The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 





contain a wealth of information far more 
useful and convincing than any facts taken 
from other sources far afield. 

What facts are available? How may we 
use them’? These questions we shall endeavor 
to answer. From a planning standpoint a 
survey of the Probate Court records will af- 
ford a most accurate picture of the poten- 
tialities of the local market for trust busi- 
ness. For instances such survey will show: 

(a) The total 
settled each year. 

(b) The proportion of this volume going 
to trust companies or banks and to individual] 
executors. 

(c) The proportion secured by your insti- 
tution, other local banks, and out-of-town 
banks. 


dollar volume of estates 


(d) How this volume grades as to size. 
(e) The Volume settled with 
without wills. 


wills and 


Significant Data Obtained from Court 
Records 
These data are well illustrated by some 
facts and figures which we have obtained 
and taken from several surveys of Probate 
Court records in Pennsylvania and New Jer- 


SETTLEMENT APPOINTMENTS 
ESTATES FILED 


EXECUTORSHIPS |290/274 
ADMINISTRATIONS || 9 8| 222 
vil APPOINTMENT 
INDIVIDUALS 

BANKS 


TOTAL INDIVIDUAL APPOINTMENTS 
BANK 


CuartT II—Set of Figures Showing Intestate 
Situation and Evidencing Need of Promot- 
ing Trust Service. 


sey. The survey (see Chart I) covers 89 
estates adjudicated in one year with gross 
value of property transferred amounting to 
$5,400,000. Administration expenses, includ- 
ing fees, commissions and legal expense in- 
volved in the settlement of these 89 estates 
amounted to $315,000. Fees and commissions 
alone amount to approximately two-thirds of 
this total and give trust officers an idea of 
the dollar-volume of service fees available. 
This data can be further analyzed and fig- 
ures secured by sizes of estates. 

The survey disclosed that of the total of 
89 estates the corporate executors obtained 
31 estates with gross value of $88,000 as 
compared with 58 estates handled by indi- 
vidual executors with combined value of 
$227,000. Of the total estates reviewed 44 
were settled under wills and 45 without 
wills. This demonstrates the need for fur- 
ther advertising on the advantages of mak- 
ing a will. This statement is supported by 
the fact that in many cities at least 25 
per cent of the people worth $50,000 and 
upwards die without leaving a will. 

To show how trust volume may be classi- 
fied and graded, the survey showed that of 
the total of 89 estates there were 8 estates 
of over $100,000 with total value of $4,500,- 
000; 6 estates from $50,000 to $100,000 with 
total value of $403,000; 9 estates between 
$20,000 to $50,000 with total value of $266,- 
000 and 66 estates under $20,000 each with 
total value of $313,000. Figures such as 
these, secured over a period of years, will 
determine policy as to selective selling of 
trust service. It will fix the minimum size 
of business to be accepted and decide the 
character of business upon which attention 
may be concentrated with profit. 


Revealing Statistics as Intestate, Markets, etc. 


A further set of figures for a three-year 
period, as shown in Chart No. IT, bears upon 
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Banking and Fiduciary Services 
in Philadelphia 


The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 


Established 1887 


Member 
Federal Reserve 
System 


Member 
Philadel phie 
Clearing House 


Capital, Surplus and Profits over $15,000,000 


Integrity Trust Company 


Main Office: 16th and Walnut Streets 
PHILADELPHIA, PA. 


the intestate situation, efficiency of trust 
selling and advertising; potential possibili- 
ties for future business development effort 
and educational work demonstrating advan- 
tages of the corporate fiduciaries’ services. 
Such facts and figures indicate whether 
the market for trust business is as large or 
as profitable as it was expected to be; 
whether the institution is securing its share 
of business and determine whether new 
business development effort should be defen- 
sive or offensive. By a defensive program 
I mean going after the business of the 
bank or trust company’s own customers as 
against an offensive program of going after 
the trust prospects of other institutions. This 
information also is an aid to mapping out 
the possible extent of the trust market area. 
It is true that Probate Court records do 
not give a complete picture of trust volume. 
They do not include such services as living 
trusts, life insurance trusts and corporate 
trust business. Nevertheless the transfer of 
property at death still represents the bulk 
of estate business and the figures on vol- 
ume are very significant and useful. 
Considering the advantages of such Probate 
Court survey from the standpoint of adver- 
tising the figures emphasize that the shrink- 


age on bank-settled estates is lower than 
the shrinkage on estates settled by individ- 
uals. (See Charts III and IV.) This is true 
despite the fact that many estates are set- 
tled by family members who do not accept 
a fee. The comparisons also reveal that bank- 
administered estates are settled more quick- 
ly, which should be employed as a selling ar- 
gument. Here is important copy data for 
trust advertising through medium of news- 
papers, direct mail, lobby posters or window 
display. It is far more convincing than 
general, unsupported statements as to the 
superior merits of corporate fiduciary sery- 
ice and is more authoritative than figures 
secured from other sections or for estates of 


DistTRIBUTION EFFICIENCY 
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CuHartT III—Self-explanatory Figures Em- 
phasizing Increased Efficiency of Banks Over 
Individuals in Fiduciary Capacities. 
*Excluding one large estate with expensive 
litigation, this average should be about 
17 to 18 per cent. 
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larger size only. Facts and figures such as 
submitted herewith also provide excellent 
themes for copy which may be used through- 
out an extended campaign. There are also 
good points in the selection of copy media. 

There has been too much of the beaten 
path and blind following of the leader in 
trust development work. Methods and poli- 
cies that may apply to one city may not 
be adaptable to another where conditions 
differ. There are cities at the present time 
and where the figures will show that from 
48 to 50 per cent of the people with prop- 
erty die intestate, other cities where 25 
per cent of the people worth $50,000 and 
upwards die without leaving wills. What 
must be emphasized is that in these cities 
there very often appears not a line of news- 
paper advertising or direct mail advertising 
dealing with this particular subject of in- 
testacy and its inherent dangers. 

A typical example of what may be accom- 
plished by ‘trust development work or adver- 
tising based on facts is afforded by Philadel- 
phia. There, I am told, the five leading trust 
institutions administer over 90 per cent of 
the existing trust funds. It may be safely 
assumed that the bulk of such trust business 
comprises estates over $50,000. A survey of 
estates filed and adjudicated in Philadelphia 
for the years 1930 and 1931 indicate the op- 
portunities for extending the scope of trust 
service. 

Gross value of estates adjudicated in 
Philadelphia during 1930 amounted to $327,- 
817,544 as compared with $229,774,943 dur- 
ing 1931. Number of estates adjudicated in 
1930 was 3,184 as compared with 3,261 in 
1931. The effects of value shrinkage, inci- 
dentally may be observed in the comparison 
that average size of estates in 1930 were 
$102,957 as compared with $70,461 in 1931. 
Of total estates filed in 1930 there were 
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administrations, as 
7,156 in 1931 of 
wills and 2,916 


3,985 wills and 3,101 
compared with total of 
which 4,240 consisted of 
administrations. 

Interesting in this connection also are the 
Philadelphia county figures as to family in- 
come based upon Dr. ‘Starch’s survey of 1930 
population. This shows that in the class of 
incomes ranging from $10,000 and upward 
there were 13,311 incomes averaging $22,500; 
in the class from $5,000 to $9,999 there were 
registered 62,282 incomes averaging $6,750: 
and in the class from $3,000 to $4,999 there 
were 165,094 with average income of $3,600. 

There is another important use for facts 
and figures furnished by a Probate Court 
Survey, namely their use in sales presenta- 
tion material. Suppose a salesman is so- 
liciting a prospect worth $50,000 to $100,000. 
Suppose he has some photostatic copies of 
actual figures taken from the records... 
figures such as on Chart IV where a bank- 
settled estate showed a saving in administra- 
tion expense of $2,263 over the individual- 
settled estate. Wouldn’t these be more con- 
vincing than a lot of general statements? 
Wouldn’t they lead the prospect to do a lot 
of questioning? And if the prospect shows 
detailed interest of this sort, is he not easier 
sold than if he keeps his mouth closed like 
a clam? 

Using facts and figures taken from Pro- 
bate Court records is not a new idea. Trust 
companies and banks in various parts of 
the country and in a number of large cities 
have made effective use of facts and figures. 
obtained from Probate Court surveys. Such 
material is employed both in advertising and 
sales representation. 


In conclusion I may state that in the years 
to come facts will play a more important 
part in trust development work than they 
have in the past. The trust company has a 
real message and story to tell and facts wilk 
do the job much more efficiently and speedily 
than bedtime stories. 


fe de 

E. C. Mills, general manager of the Ameri- 
can Society of Composers, Authors and Pub- 
lishers, has been elected a member of the 
advisory board of the Times Square office of 
the Chemical Bank & Trust Company of New 


York. 


The directors of the National City Com- 
pany of New York have appointed as vice- 
presidents, P. L. Smith, who for three years. 
has been manager of the public utility de- 
partment and Milton C. Cross and J. G. 
Scarff of the industrial buying department. 
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C., ICAGO’S new 


national bank offers the banking 
services of the following depart- 
ments: Commercial banking... 
checking accounts . . . savings 


accounts ... trust services. 


City NATIONAL BANK 
AND TRUST COMPANY 
. of Chicago oe 


208 SOUTH LA SALLE STREET 
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Weather proofing 
Telephone plant 


More than 93% of the total wire 
mileage of the Bell System is in 
cable rather than open wire. 

Cable gives an extra measure 
of protection to the service dur- 
ing bad weather. It also makes 
fora more lasting plant, one which 
requires less maintenance. 

Its installation is part of a Bell 
System service improvement pro- 


gram that always goes on. Keep- 


ing the plant in order, responsive 
to the public’s needs, has itself 
been a contributing reason for the 
widespread use of the telephone. 
Telephone plant and telephone 
service stand today at a high peak 
of efficiency . . . a fact important 
to user and investor alike. 

May we send you a copy of our 
booklet, ““Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway, New York, N. Y. 





IMPORTANT DECISION FAVORING CORPORATE 
EXECUTORS IN RETAINING SECURITIES 


SURROGATE FOLEY OF NEW YORK DENIES CLAIM FOR SURCHARGE 


(Epitor’s Norte: 


A decision by Surrogate Foley of New York County, rendered 


December 6, 1932, is of great importance and interest to corporate executors. The following 
excerpts from the decision of Surrogate Foley in the estate of Virginia Kent indicate clearly 
the fair attitude which the courts are taking toward executors who, in times of crisis, exercise 
their best judgment and care in managing estates.) 


N the estate of Virginia Kent (New York 

Law Journal, December 6, 1932) an ac- 

counting by a New York corporate execu- 
tor was considered. Objections to the account 
had been filed, the objectors contending that 
the executor had failed to sell shares of stock 
in General Electric Company and Goldman 
Sachs Trading Corporation, and that by rea- 
son of its failure to sell, the estate had lost 
money due to the rapid decrease in values of 
the securities during the years 1930 and 1931. 


SALIENT EXTRACTS FROM JUDGE 
FOLEY’S DECISION 

Letters testamentary were issued to the 
accounting executor on April 26, 1930. The 
principal asset of the estate consisted of 4,736 
shares of the common stock of the General 
Electric Company, which was appraised as 
of the date of her death at $73% per share, 
or a total of $349,ST2. Within the estate there 
was also a block of 352 shares of the Gold- 
man Sachs Trading Corporation, valued as of 
the date of death at $13,487.50, or approxi- 
mately $41 per share. The remaining assets 
consisted of real estate, shares of stock and 
personal effects appraised at about $30,000. 

Mrs. Kent’s will and codicil provided pecun- 
iary legacies of $121,550 and created two trusts 
aggregating $10,000, or a total of $131,550. 
The residuary estate was bequeathed in one- 
third parts to her step-daughter and her two 
nieces. At the time of the qualification of 
the executor, on April 26, 1930, the stock of 
the General Electric Company had increased 
in value per share to about $90. The tenta- 
tive residue, based upon values as of the 
time of the qualification of the executor, 
would have been about $250,000. In the 
course of the administration of the estate 
certain of the minor assets have been liqui- 
dated. The entire block of the General Elec- 


tric Company’s stock and the shares of the 
Goldman Sachs Trading Corporation have 
been retained. The liability of the executor 
for its failure to liquidate these securities is 
asserted by the three residuary legatees and 
by certain of the general legatees. 

The account here was filed on August 30, 
1931. The questions presented are those 
which have frequently arisen in estates in 
recent months as a direct result of the exist- 
ing financial depression and the shrinkage in 
security values. These questions, briefly 
stated, are: At what date should the execu- 
tor have sold the securities and particularly 
the General Electric stock? Under the cir- 
cumstances what was a reasonable period for 
liquidation? Should the stock have been dis- 
posed of at the end of one year after the 
issuance of letters testamentary, or before 
the last date of the transaction set forth in 
the account, approximately fourteen months 
after the issuance of letters? Did the execu- 
tor act in good faith and without negligence 
throughout the period of administration? Is 
it to be surcharged for failure to sell during 
the period of the account? There is in evi- 
dence the range of the market price of the 
stock of the General Electric Company and 
of the Goldman Sachs Trading Corporation 
for a period of some months before the date 
of death of the decedent, during the period 
of the account, and for several months after 
the last date covered by the account. The 
former stock was dealt in on the New York 
Stock Exchange. The latter was traded in 
upon the New York Curb Exchange. As to 
General Electric it appears that the selling 
price as of the date of death, February 19, 
1930, was approximately $74 per share. At 
the date of the issuance of letters, upon April 
26, 1930, the range for the week ending on 
that date was SS to 93, an average of about 
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$90 per share. Six months after the issuance 
of letters, on October 26, 1930, the range for 
the week was approximately 48 to 54, or an 
average of about $51 per share. With refer- 
ence to the Goldman Sachs stock, which con- 
sisted of a relatively small block of 332 
shares, the decline in market price was faster. 
At the date of the issuance of letters, its 
average was about 45. Two months later the 
price had fallen to an average of 20. A fur- 
ther shrinkage in the market value of both 
stocks has taken place since June 22, 1931. 
At the outset I specifically hold that the ob- 
jections to the account raise the question as 
to the liability of the executor for its failure 
to sell only during the period of the account, 
to wit, from April 26, 1930, to June 22, 1931, 
a period of approximately fourteen months. 
The rules applicable to the responsibility 
of a fiduciary have been recently restated 
by the Court of Appeals in Matter of Clark 
(257 N. Y., 1382). While that case involved 
the duty of trustees, its terms covered also 
the general rules pertinent to executors. (1) 
The trustee “is bound to employ such dili- 
gence and such prudence in the care and 
management, as in general, prudent men of 
discretion and intelligence in such matters, 
employ in their own like affairs’ (citing 
King vs. Talbot, 40 N. Y., 76). (2) In deter- 
mining whether the acts of a trustee have 
been prudent, we must “look at the facts as 
they exist at the time of their occurrence, 
not aided or enlightened by those which sub- 
sequently take place” (Purdy vs. Lynch, 145 
N. Y., 462, 475); “for it is an obvious truth 
that ‘a wisdom developed after an event and 
having it and its consequences as a source 
is a standard no man should be judged by’ ” 
(Costello vs. Costello, 209 N. Y., 252, 262). It 
is impossible to say that trustees are lacking 
in sound discretion “simply because their 
judgment turned out wrong” (per Holmes, 
C. J., in Green vs. Crapo, 181 Mass., 55, 58). 
(3) Distinction is to be made in a situation 
similar to that involved in the pending pro- 
ceeding as between new investments made 
by the executor or trustee and the failure to 
make prompt disposition of securities re- 
ceived from the decedent. The purchase of a 
speculative stock is quite different from the 
retaining of a stock taken over, having in 
mind the arrival of a favorable opportunity 
to sell. (4) Finally, negligence and a mere 
error of judgment are to be distinguished. 


In the present proceeding testimony has 
been submitted in behalf of the executor es- 


tablishing continued vigilance by the fre- 
quent investigation of the financial affairs of 
the General Electric Company made periodi- 
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cally by the executor’s officers and employees. 
These investigations covered the examination 
of current reports in three different publica- 
tions of recognized standing in financial cir- 
cles. There were also examined from time 
to time certain indices and so-called barom- 
eters of conditions of general business and 
financial affairs throughout the United States, 
and specifically, indices and reports in the 
electrical industry. As in Matter of Clark 
(supra) the securities here had been a fa- 
vorite investment of the testatrix over a 
long period of years. 

The General Electric Company had been 
regarded as the largest and most successful 
concern of its kind in America. In the year 
1930 it had earned its regular dividend. 
Earnings began to decline in the year 1931. 
Upon the oral testimony and the numerous 
documents in evidence I find no ground for 
a surcharge of the executor for failure to sell 
either of these securities up to June 22, 1931, 
the last date of transaction covered by the 
account. There is no evidence of bad faith 
or fraud or lack of prudence or want of dili- 
gence in the specific part of the administra- 
tion of the estate which has been the sub- 
ject of the objections filed to the account. 
The executor was not lacking in ‘the exercise 
of care. The greater part of the shrinkage 
occurred in the first six months of adminis- 
tration. General Electric at the expiration 
of that period had reached an average of 51. 
At that point the residue had been greatly 
reduced. Prudence might well have dictated 
at this point a holding of the securities in 
the expectation of an increase in market 
value or a restoration to a price which ex- 
isted on the date of taking over by the execu- 
tor. In the case of the Goldman Sachs stock 
the decline in value was more precipitate. 
Within the first three months the selling price 
had been cut to less than half. At the end 
of six months from the time of the qualifica- 
tion of the executor the price had shrunk to 
less than one-third of the former value as of 
the issuance of letters, and that price was 
practically stabilized up to the last date cov- 
ered by the account. Similarly with respect 
to that stock the basis for a surcharge has 
not been established by the proofs. It has 
not been established that the executor neg- 
lected the duty with which he was charged. 

Under these rules the objections of all the 
beneficiaries must be overruled, for I find 
that the executor was not guilty of negli- 
gence or lack of prudence or vigilance in the 
handling of the estate. One further issue 
in the case requires consideration. I have 
found that the objections of all the bene- 
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ficiaries are without support in the record. 
However, as to certain of the beneficiaries 
I also find acquiescence by them in the hold- 
ing of the General Electric stock by the 
executor, and in addition an expressed direc- 
tion to the representatives of the executor 
that this stock be not sold. Beneficiaries 
who direct an executor to hold, in the hope 
of a rise in value, cannot complain if their 
expectation is disappointed by a further de- 
cline in value. They cannot hold the execu- 
tor for the loss which they directly com- 
pelled. In the light of subsequent events 
the executor should have sold perhaps in the 
first few months, perhaps not later than 
six months. But the law does not test the 
conduct by a standard of superlative vigil- 
ance or vision. It exacts no rigid formula 
for action, nor does it impose any definite 
limitation of time for the disposal of securi- 
ties in such a situation (Matter of Weston, 
supra, at p. 510). The special circumstances 
of each estate must be considered. ‘The 
question therefore is not one of the mere 
arithmetical computation of a period of a 
year or of eighteen months (Matter of Varet, 
181 App. Div. 466, aff’d 224 N. Y., 573). 


ooe 


TRUST CERTIFICATES FOR DEPOSITORS 
OF CLOSED BANKS 


Various methods have been pursued in se- 
curing temporary aid for distressed deposi- 
tors whose funds are tied up in closed banks 
and who is confronted with lack of means 
for bare necessities of life or pressed for 
payment of debts. A plan recently devised 
by the American National Bank of San 
Bernardino, Cal., calls for the issue of trust 
certificates. In actual operation the plan 
has proven effective in affording relief. 

The plan provides for a special form of 
trust certificates, approved by the State Cor- 
poration Commissioner of California. Upon 
assignment by depositors of their claims 
against closed banks, the bank as trustee is- 
sues trust certificates to the amount of 20 
per cent of such claims. Claims are assigned 
to and remain in possession of the trustee 
so that liquidating dividends by the receiver 
are paid directly to the trustee and trust 
‘certificates are then made payable to bearer. 
Date’ of payment is necessarily indefinite al- 
though it is customary for dividends to the 
amount of 20 per cent to become payable 
within three or four months. The central 
idea in the plan is that such certificates are 
readily accepted in payment for supplies, 
fees, debts and are carried by recipients 
without interest until redeemed from first 
dividend payments. 
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CONFERENCE ON WILL-MAKING 

A commendable and timely movement has 
been sponsored by the Committee on Finan- 
cial and Fiduciary Matters of the Federal 
Council of the Churches of Christ in America. 
This committee announces that a conference 
will be held in March, 1933, which will be 
devoted entirely to the subject of wills and 
will-making. Those invited to attend the 
conference include representatives of chari- 
table organizations of the country and repre- 
sentatives from trust companies, banks, bar 
associations and others interested in stimu- 
lating wholesome public attention to the mak- 
ing of sound wills. Surrogate and probate 
courts report that nearly 70 per cent of es- 
tates administered by them are without wills. 

Reasons assigned for calling this confer- 
ence are several in number, but primarily for 
public interest. ‘The fact is stressed that 
aside from the wisdom of urging people to 
attend to their solemn duty of writing wills, 
the recent depression requires that most wills 
should be re-examined and possibly re-writ- 
ten, especially where values of estates have 
so changed that in many instances the resi- 
duary estate has disappeared. Men who 


propose to benefit their families or to benefit 
charities after making specific bequests find 
in many instances that their estates have so 


shrunken that the specific bequests consume 
all they have to leave. 


IMPORTANT RULINGS ON APPLICATION 
OF TAX ON CHECKS 

Three rulings have recently been an- 
nounced by the Federal Revenue bureau, as 
follows: Checks issued by church treas- 
urers or other church officers in settlement 
of church obligations are taxable. A trans- 
fer of funds by a depositor from one bank 
to another is subject to the tax if the trans- 
fer is evidenced by an instrument in the 
nature of a check, draft, or order for the 
payment of money. However, a mere book- 
keeping entry transferring funds from one 
account to another, in the same bank, effected 
without such instrument, is not taxable. A 
stock broker acquires the status of a bank 
where the broker maintains facilities for 
marginal trading for clients, permits them 
to draw drafts against their accounts or on 
credit balances on deposit with the broker, 
and such drafts are paid at the cashier’s 
window on presentation. The drafts are 
therefore subject to the tax. 


The Stock Yards National Bank and the 
affiliated Stock Yards Trust & Savings Bank 
of Chicago are to be united as the Stock 
Yards Consolidated Bank & Trust Co. 
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THE TRUST OFFICER’S SOLILOQUY: “TO HOLD OR 
NOT TO HOLD?” 


WHEN THE TRUST ESTATE CONTAINS SECURITIES OF DOUBTFUL OR 
OBSCURE VALUE 


B. B. BROWN 
Assistant Trust Officer, American Trust Company, San Francisco, Cal. 


(Epitor’s Note: I/¢ is very rare indeed that the initial inventory of an estate coming 
into the hands of a trust company or bank as executor or trustee, does not disclose a more or 
less picturesque assortment of mongrel securities of doubtful or obscure value. With recenl 
court rulings demanding omniscient powers of discretion from corporate fiduciaries, the 
problems confronting the trust and investment officers are sufficiently difficult in dealing 
wilh non-legal securities and without taking into account the severe decline in market value 


of high grade legal investments. 


The following article offers some good prescriplions in 


handling or disposing of non-legals of more doubtful value.) 


F the multitude of individuals who 

amass fortunes and make wills desig- 

nating trust companies as executors 
and trustees, few fail to acquire some hold- 
ings of securities that ultimately become 
worthless or nearly so. Such securities often 
are impossible of sale during the owner’s 
lifetime, and although he may have realized 
this for years, nevertheless the remote pos- 
sibility that his stock may eventually be- 
come worth something, prompts him to pre- 
serve it carefully with his good securities, 
and there it pops up like a jack-in-the-box 
when his executor takes charge. It then be- 
comes encumbent on the executor to ferret 
out the facts and to decide what course of 
action to pursue in order to serve the best 
interests of the heirs or beneficiaries as the 
case may be. 


Sources of Information 

Securities may be of obscure value, or 
doubtful value, or both. Those of the ob- 
scure variety are the most troublesome, since 
little or nothing about them can be found in 
the usual statistical manuals. The admin- 
istrative steps in dealing with them are 
logically first, the assembling of the relevant 
data and information; second, consideration 
of the facts in the light of the terms of the 
will or trust; third, decision what to do, 
and fourth, action based on the decision. 
As soon as the security comes under the ex- 
ecutor’s charge, he should ascertain through 
inquiry from the Secretary of State, Cor- 
poration Commissioner, or other proper 
official whether the company’s charter is still 


in force, who its officers are, and where they 
ean be reached. Information on these points 
can sometimes be found in a useful book 
ealled Scudder’s Manual of Extinct and Ob- 
solete Companies, but because of the fre- 
quent similarity of names of different cor 
porations. it is usually well to verify the 
information so obtained by independent. in- 
quiry elsewhere. 

Requests should be addressed to the cor- 
porate officers for current balance sheets, 
operating statements and a description of as- 
sets with estimates of value if possible. ‘The 
oflicers should be requested at the same time 
to furnish some statement as to the com- 
pany’s policies and future plans. Dun or 
Bradstreet reports, if obtainable will prove 
enlightening. Steps should also be taken 
at this time to find out what market, if any, 
exists for the security. The officers of the 
company itself are usually able to supply 
information as to the possibilities of sale, 
since they are sometimes interested in se- 
quiring stock for their own account, and are 
the ones likely to hear of any existing stock- 
holders who want to add to their holdings. 

Contact with potential purchasers can often 
be made through the National Quotation 
Service, a medium for the interchange of 
market information on inactive issues, to 
which most bond houses subscribe. Nearly 
every financial center has at least one dealer 
in securities who specializes in finding mar- 
kets for “over-the-counter” issues. In this 
first search for information about the se- 
curity and its market value, the original 
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owner’s family is a source that should not 
be overlooked. Often some other member of 
the family may hold the same security and 
%e familiar with its position. In the event 
of sale, there is less likelihood of later criti- 
cism if beneficiaries or members of the fam- 
ily have been given the opportunity to buy. 
Assuming that some tentative bid has been 
found, and that enough other facts have been 
assembled to furnish a fairly complete pic- 
ture of the corporation’s position and pros- 
pects, the executor must decide what to do 
about it. Due consideration must be given 
to the possibility that if the security is held, 
it may become subject to an assessment or 
result in a claim by reason of stockholders’ 
liability. The great difference in the cir- 
cumstances surrounding individual cases 
makes it extremely difficult to prescribe gen- 
eralized methods of handling, but these se- 
¢curities naturally resolve themselves into 
certain broad classifications, those fitting 
within each of which have certain char- 
acteristics in common. The classifications 
based on the nature of the enterprise are: 


Classifying Securities of Obscure Value 
1. Ill-considered promotions of various 
sorts that have met with complete failure. 


COMPANIES 


It is seldom that the stocks of such enter- 
prises have any remaining value whatever, 
and in most instances it will be found that 
they have gone through bankruptcy or for- 
feited their charters for nonpayment of 
license tax. If careful inquiry discloses that 
the company is extinct, the easiest way to 
deal with the stock is to drop it from the 
list of assets reporting this fact to the court 
when an account is filed. It is sometimes 
possible to clear the books of such a stock 
by selling it to an interested beneficiary at 
a nominal figure. 

2. Small business enterprises whose stock 
may be closely held or may have become 
scattered among the heirs of former stock- 
holders. Stocks of companies answering 
this description are the most dangerous of 
all to continue holding. A small business 
eannot afford to pay for high managerial 
skill, and in order to succeed, it must be 
managed by the owners who derive a large 
part of their compensation through returns 
on their invested capital. When in due 
course the original owners are eliminated, 
one by one from active participation in the 
business, a condition is reached sooner or 
later where the management is in the hands 
of one man owning a relatively small per- 
centage of the business, or perhaps in the 
old employees whose stock ownership is 
negligible. If the individual responsible for 
the management fails to keep abreast of the 
times or pays more attention to his own 
affairs than to the proper conduct of the 
business, it is highly probable that the busi- 
ness will be wrecked, eventually, and that 
the stockholders will have little or nothing 
left. The sale of such stock by a trustee is 
advisable under almost any circumstances. 


Where Principal Assets Have Been 
Disposed Of 

8. Business enterprises, large or small, 
that have disposed of their principal assets, 
but which have retained some assets for 
realization and ultimate distribution of the 
proceeds to the stockholders. The most com- 
mon case of this type arises out of a merger 
of a small company’s business to a larger 
unit in the same line of business with the 
new company buying most of the assets for 
cash or its own stock, but rejecting doubt- 
ful accounts or parcels of property which 
it cannot use, The stockholders of the old 
company receive a liquidating dividend rep- 
resenting the proceeds of the assets sold, but 
continue to hold their old stock. <A similar 
situation arises where a corporate manage- 
ment decides to wind up the company’s 
affairs and go out of business retaining only 
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such assets as cannot be disposed of to ad- 
vantage at the time. Sometimes these com- 
panies retain sizable amounts of cash against 
possible income tax claims; any cash re- 
maining after the settlement of these claims 
is distributable among the stockholders. In 
most -instances there is very little risk in 
the continued holding of these securities, 
particularly if the company has no debts. 

If the condition of the trust estate is such 
that immediate income is of vital impor- 
tance, it is usually best to sell the stock 
immediately, but if income needs are not 
pressing, a greater sum can perhaps be real- 
ized by waiting patiently for the final li- 
quidation of the company. 


Closed Corporations and Reorganizations 

4. Closed corporations. The same gen- 
eral observations apply to the securities of 
a closed corporation as to those falling under 
classification 2, except that through a proper 
handling of negotiations, a better price may 
usually be obtained for them if the corpora- 
tion is financially sound and making money. 


5. Issues of securities to finance civic, 
charitable, social, religious or educational 
projects. When these projects are financed 
in this manner, it often turns out that the 
original investment in the securities was in 
reality equivalent to a donation and that 
little or no market exists for the securities. 
It is usually best to continue to hold them, 
particularly if any interest or dividends are 
being paid, but each case should be consid- 
ered entirely on its own merits. 

6. Lteorganizations under which. stocks 
have been issued in exchange for defaulted 
bonds. The reorganizations particularly re- 
ferred to here are those resulting from the 
very large number of small bond issues that 
have been distributed so generally during 
the past ten years, particularly represented 
by land bonds and small industrial issues. It 
is rare indeed, that former bondholders who 
become stockholders in a company through 
such a turn of events are able to install a 
management capable of making the property 
earn a reasonable return. In the majority 
of cases the trust estate benefits through an 
early disposal of any stock so acquired. 


Where Securities Have Suffered Severe 
Shrinkage 

The securities dealt with up to this point 
have been those about which little informa- 
tion is generally available. Executors and 
trustees also have to deal with many se- 
curities, both stocks and bonds which were 
originally issued by large and well-known 
corporations or political subdivisions—per- 
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haps underwritten by large nationally known 
investment bankers, but which for one rea- 
son or another have suffered great shrink- 
ages in value. Securities in this category are 
frequently quoted actively and enjoy a broad 
market, complete statistical information con- 
cerning them is usually available through a 
number of sources. The problem here is not 
so much finding out the facts as interpret- 
ing them, and arriving at an intelligent es- 
timate of what the future holds. 

As between securities falling in the ob- 
scure class and those falling in the doubtful 
class, the first important difference is that in 
the latter type it is more than likely that 
the greater size of the business will attract 
capable and experienced management so that 
the company’s future will depend more upon 
fundamental economic changes as they effect 
the business. The second important differ- 
ence is that the breadth of the market will 
cause quotations to reflect more closely the 
fair value of the security at any given time 
with due regard to the attendant risks and 
potential profits. 

The first step to take in connection with 
a security of this latter type is to try to find 
the reason for the decline in market value 
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from former levels. It will usually be found 
on investigation that gross volume and net 
earnings have fallen off, resulting in a re- 
duction or complete elimination of interest 
or dividends. A large increase may have 
taken place in the amount of borrowed money 
und bonds or notes issued to obtain funds 
for current purposes, may have made the 
equity for the stock look rather thin. The 
critical point to be determined is whether 
the unsatisfactory condition is the result 
of fundamental changes in consumers buy- 
ing habits which may spell permanent dam- 
tige to the company’s earning power, or 
whether it simply reflects a temporary con- 
dition which when relieved will permit the 
company to regain its former earning status. 


When Securities May Be Held 


If the management has failed to keep up 
with the times and products have not been 
improved to conform to the tastes and pref- 
erences of buyers, there is not much pros- 
pect of improvement. Evidence of lack of 
eontrol of expenses, or of large increases 
in fixed investments without compensating 
increases in earnings suggest incompetent 
management. If on the other hand, after 
consulting sources familiar with the indus- 


tries in question, the trustee concludes that 
there are legitimate reasons to expect a 
pronounced improvement in the industry, and 
the analysis of the company’s position in- 
dicates that the management has done the 
best that could be expected under the cir- 
cumstances and there appears to be no basis 
for fear of receivership before the antici- 
pated recovery comes about, then the wise 
course to follow is to continue to hold the 
security, watching it very carefully. If 
events turn out as expected it can be sold 
ultimately at an improved price; if unfore- 
seen and disturbing developments occur it 
may be decided later to seil even at a lower 
price. 

It must be borne in mind that securities 
of any of the types under discussion sre 
wholly unsuited for permanent retention as 
trust investments. This fact, however, does 
not in itself constitute a justification for 
selling them at a sacrifice price. Once a 
security is sold at a substantial loss, that 
loss is crystallized once and for all and the 
reinvestment of the proceeds in securities of 
the type usually chosen for trust investment 
offers virtually no chance of recouping the 
loss. If sound reason exists for believing 
that an eventual recovery will take place, a 
trustee cannot be justly criticized for re- 
fraining from selling. 

In conclusion this discussion may be sum- 
marized briefly by saying that a trustee is 
seldom justified in continuing to hold securi- 
ties of obscure companies regardless of any 
apparent merit they may possess. It may be 
justified in holding those of larger and better 
known companies suffering from temporary 
ills, but well managed and enjoying good 
prospects of recovery. 


oo 

President W. D. Vincent of the Old Na- 
tional Bank & Union Trust Company of Spo- 
kane, Wash., announces election of John A. 
Schoonover as vice-president. He has been 
transferred from First National Bank of 
Sunnyside, a unit of the Old National System 
of Inland Empire banks. 

Otis A. Bacon has been appointed assistant 
treasurer of the Union & New Haven Trust 
Company of New Haven, Conn. 

H. L. Horton, a vice-president of the Iowa- 
Des Moines National Bank & Trust Company, 
has been elected treasurer of the Des Moines 
Chamber of Commerce. 

The Phillipsburg National Bank & Trust 
Company of Phillipsburg, N. J., has pur- 
chased the Alpha National Bank of Alpha. 
me. J. 
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REMINDING CUSTOMERS TO REVISE THEIR WILLS 


CHARLTON ALEXANDER 
Vice-president, Mississippi Valley Trust Company, St. Louis, Mo. 


HPRE are three good reasons for re- 

minding customers, and others, to re- 

vise their wills: First, the duty we owe 
to them and their dependents; second, to 
hold our potential business; and third, get- 
ting new business. We have a solemn duty 
to assist our customers in keeping their in- 
struments up to date so as to express their 
desires under prevailing conditions. 

The lapse ratio of potential business is 
increasing in direct proportion to the in- 
erease in competition for this business. It 
is becoming almost as important to hold busi- 
ness that is on our books as it is to get it. 
It is sound business to devote real effort 


and appropriate a reasonable sum ‘to hold 
the business that has cost real money to 
put on the books, and which has a real pres- 
ent value, in excess of such cost, so long as 


it stays there. The heavy shrinkage in val- 
ues of estates, individually owned and Con- 
trolled, presents a new and effective open- 
ing for getting new business. 

Newspaper advertisements calling the at- 
tention of the public generally to the neces- 
sity of revising wills is largely altruistic, but 
is good as far as it goes. Direct mail to cus- 
tomers who have named us in their wills has 
to be couched in general terms. Any cus- 
tomer who is worth while knows that it is 
a circular letter and undoubtedly will sense 
the primary purpose as being a selfish one 
rather than an effort to help him. Direct 
mail to a prospect list is simply a new 
business effort, as no customer, who has al- 
ready named the trust company, is included 
in such a list. 


There are two methods of holding the 
‘business already secured: One is personal 
calls upon those having larger estates by the 
party who brought in the business or made 
the contact when the business came in; the 
other is to write individual letters to worth 
while customers, giving a personal touch to 
the suggestions in the light of knowledge of 
their affairs and the provisions made in their 
instruments. The first plan should be used 
only with those having the largest esta'tes, 


and where confidence is clearly placed by 
the customer in a particular officer or solici- 
tor. The second plan is used toward the 
remaining worth while estates. The circular 
letter could be used to advise only those 
having estates 'the value of which is dout- 
ful. 

This method leaves the customer with the 
feeling that we are thinking about him in 
the terms of his particular situation. It 
takes more time to get started and more 
thought to carry on, but after it gets under 
way and the various cases come up auto- 
matically under a follow-up system, it should 
require only about a dozen letters a week to 
keep in constant touch with them. 


We further think that any particular 
change in the situation of a customer which 
comes to our attention, and also any change 
in the tax laws, and important decisions, 
should be called to the attention of the cus- 
tomers having the larger estates, and where 
possible, give them some general reference 
as to how it particularly affects them. 

In the absence of any special letters, these- 
follow-ups should be about two years apart. 

eo °0° 

ADJUSTING COMPETITION BETWEEN 

RAILROADS AND TRUCKS 

The Girard Trust Company of Philadel- 
phia, in its current “Girard Letter” features. 
a discussion of the problems of competition 
encountered by railroads because of the rapid 
growth of automobile and truck transporta- 
tion. The article comments upon the prog- 
ress that is being made to bring about sen- 
sible cooperation by means of legislation that 
is fair to both industries. Such legislation. 
is also being considered in other countries. 
Attention is directed to the special committee 
appointed in April by the British Ministry of 
Transportation which has recently released 
a preliminary report. The article also quotes 
from an instructive address on economic and 
social problems of transportation presented 
recently before the American Society of Civil 
Engineers by Elisha Lee, vice-president of 
the Pennsylvania Railroad Company. 





[703 LAs MAEEEAAIIID 


DEPOCCERCRORUCGROGOROROCROCOOPUCHDOTCORUCHHCEOCEREOCHECOtORtONEEY 


ECONOMIC ASPECTS OF THE INTERALLIED DEBTS 
COMPROMISE WILL RESTORE CONFIDENCE, TRADE AND CREDIT 


BENJAMIN M. ANDERSON, JR., PH. D. 
Economist of The Chase National Bank of the City of New York 


(Ep1ror’s Norte: 


Recent default on the part of France, Belgium, Poland and other 


continental nations to meet principal installments and interest due on their war debts to the 
United States, creates an acute issue which practically compels this government to take a 
more active part in the settlement of the entire war debt problem. It means a departure from 
the traditional American policy of detachment from the political concerns of Europe. Mr. 
Anderson, with an intimate knowledge of international problems, makes clear the vital, 
economic interest of this country in negotiating revision of interallied debts.) 


HE economic aspects of the interallied 

debt question, though not simple, are 

pretty definite and clear. The political 
side of the matter, involving cross currents 
of public opinion in every country, together 
with disagreements which are, in certain 
cases, radical as between different countries, 
is difficult and obscure. Last winter and 
early last spring the political problem looked 
almost hopeless, because Germany, France 
and the United States all seemed quite un- 
compromising and inflexible. Today the out- 
look is much brighter, though very much 
remains to be done before a settlement can 
be reached. 


Violently Disturbing Element to Trade 
and Credit 

I would suggest the following as a sound 
economic view of the matter from the Ameri- 
can point of view. It is to our interest to 
collect as much as we can of these interallied 
debts without doing a disproportionate dam- 
age to our foreign markets and perpetuating 
the disorder in our own internal trade and 
finance. Our own government needs money, 
our taxes are going to have to be increased 
in any case, and our taxpayers are reluctant 
to assume any more burdens than are abso- 
lutely necessary. If it were a simple ques- 
tion of relieving European taxpayers or re- 
lieving American taxpayers, the American 
economist could give only one answer, and 
the European economist could make no case. 
But the fact is that the existence of these 
debts has been violently disturbing to trade 
and credit at home and abroad, that the in- 
tergovernmental debt fabric, including repa- 
rations, is one of the major causes that 


brought about the crisis and the great depres- 
sion, and that the unsettled state of inter- 
governmental debts is one of the main causes. 
that perpetuates the depression. It is of no. 
use to our budget or to our taxpayers to col- 
lect $250,000,000 or $260,000,000 a year from 
European debtors, even assuming that we 
could do it, when the effort to make such 
collection perpetuates the disorder that has 
pulled our tax receipts down by billions of 
dollars and has pulled down our national 
income, including wages, by tens of billions. 
of dollars. 

It would be to our economic advantage to: 
cancel the whole thing if that were the only 
way out—just as it would be to the economic 
advantage of every one of our debtors to 
complete an agreement with us and with Ger- 
many whereby each of them paid as much 
as she could and received nothing, in order 
to get the thing settled and out of the way. 
Uncertainty regarding the matter, and delay 
in adjusting the matter, are damaging to 
every one of us to an appalling degree. It 
is not necessary to cancel these debts and I 
am in favor of collecting as much of them 
as we can collect, consistent with getting 
world trade and international credit restored 
on a sound and permanent basis. I think 
that we can ultimately collect a good deal.,. 
if we modify our tariff policy so as to per- 
mit our debtors to earn the dollars they 
must pay us—a change in policy which is. 
necessary in any case for the restoration of 
our export trade. I do not believe that it is. 
to our economic advantage to insist on imme- 
diate payment. I believe that it is to our 
economic advantage to reconsider the whole 
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matter, to defer payments for a time, and to 
scale down the schedules for future payments 
in many important cases. 


British Settlement Not Based on Ability to Pay 

We supposedly settled these debts, when 
the adjustment was made, on the basis of 
ability to pay. As a matter of fact, in the 
most important case of all, ability to pay was 
not seriously considered. Great Britain was 
too proud to raise that question seriously. 
She funded her debt in full and asked con- 
sideration merely on the rate of interest. 
With respect to the rate of interest, she made 
her main argument on the ground that Brit- 
ain’s historic credit standing entitled her to 
a moderate rate, 3% per cent, and the main 
concession that she received in connection 
with difficulties growing out of the war was 
that the rate was made 3 rather than 3% 
per cent during the first ten years. She 
counted on trade revival to restore her old 
strength. It didn’t come. Even during the 
years from 1922 to 1929, when, with short 
interruptions, we were having an unprece- 
dented period of business activity which 
much of the rest of the world shared, Great 
Britain remained depressed, with tax bur- 
dens rising and with great and growing un- 
employment. She expected to get from Ger- 
many and from other countries in Europe 
the money that she was to pay us, but she 
began to pay us before she began to receive 
money from them, and she ceased in 1931 
to receive payments from Germany or from 
other countries. Sbe cannot expect in the 
future to receive payments from Germany on 
reparations account. She was pulled off the 
gold standard in 1931. Her taxes, already 
tremendously high, have been increased still 
further. Her export trade, her receipts from 
shipping, her receipts from foreign invest- 
ments are all drastically cut. 


European and American Taxation 
I shall submit two sets of figures which 


have, I think, strong bearing on the ability 
of our foreign debtors to make payment at 
the moment. Payment on inierallied debts 
involves two sets of transactions: one, rais- 
ing the money in the debtor country and in 
the domestic currency—sterling, francs, 
marks and the like. This involves taxation 
and the creation of an excess of taxes over 
domestic expenditures, though temporarily, 
of course, funds may be raised by internal 
borrowing if the credit of the debtor govern- 
ment will stand it. The second is the transfer 
of the money to the creditor country by sell- 
ing sterling, francs, marks and the like for 
dollars or, in general, for the currency of 
the creditor country. This is the exchange 
problem, or the transfer problem. With re- 
spect to the ability of our debtors to raise 
the money at home, the following figures for 
comparative taxation in the United States 
and abroad are significant: 


National Income Tax Paid on Salaries in 
United States, France and England by Mar- 
ried Man with One Child—1932 

France England 
(251% franes=$1) (£—$3.20) 
$1,000 rer $24 $39 
2,000 Barats 98 202 
5,000 $84 709 802 
10,000 448 1,998 2,240 
50,000 8,568 18,578 22,392 

100,000 30,068 40,245 52,492 


Income U. 8. 


The national income tax is only one source 
of taxation. If account be taken of local and 
indirect taxes, the comparison shown in the 
table is essentially unchanged. Furthermore, 
if account be taken of involuntary social and 
insurance contributions, the burden on the 
average Englishman or Frenchman is even 
greater, as compared with the average Ameri- 
can, who does not make such contributions. 
Let me add that although the German in- 
come tax rates could not be placed on an 
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exactly comparable basis with those of the 
other countries, they are the highest of all 
for all but the very largest incomes, and, 
taking account of all burdens on the citizen, 
the German bears the heaviest of all. 

The American economist will not raise 
any question of America’s duty to lighten 
the burden on foreign budgets—though the 
American people do, and should, feel sym- 
pathy for the overtaxed people of foreign 
lands. But our own tax burden is heavy and 
growing heavier, and: must continue to grow 
heavier unless and until this world financial 
and economic situation improves, in which 
case our tax burdens can and will be re- 
duced. The principal point about these fig- 
ures is that they reveal a situation such 
that it is to our own interest not to increase 
the pressure. We shall get more out of our 
debtors over the years if we show considera- 
tion now, and if we all work together to get 
trade and industry going again so that more 
moderate rates of taxation at home and 
abroad will bring in very much larger rev- 
enues to our government and to the foreign 
governments. 


How Can Europe Get Dollars 

The second set of figures that I have to 
present bears on the transfer problem. How 
is Europe going to make payment here, and 
how, above all, is England going to get the 
dollars? The great primary source from 
which the outside world can earn dollars is 
by sending us goods or performing services 
for us, the primary source being their ex- 
ports to us. The biggest service element is 
entertaining our tourists, though revenues 
from shipping and some other items are im- 
portant. The shrivelling of these sources of 
dollars in 1932 as compared with the period 
1926-29 is altogether dramatic. With the 
decline in foreign trade, shipping receipts 
have shriveled, tourists’ expenditures are 
adically reduced, while imports into the 
United States during the year 1932 have 
been cut to incredibly small figures. The first 
ten months of 1932 show imports of $1,122,- 
000,000 from all the world, as compared with 
$3,751,000,000 for the same months of 1929. 
The total imports to the United States from 
Europe for the first nine months of 1932 
were only $288,000,000 as against a Dillion 
dollars in 1929. If we are to try to collect 
the whole §270,000,000 that our debt con- 
tracts call for from our European friends, 
it would take nearly all the goods they sent 
us in the first nine months of the current 
year to make the payments. But, of course, 
these goods are not available for that pur- 
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pose, because the first charge against them 
is payments for the exports which we sent 
to Europe in the same time, amounting, in 
the first nine months of 1932, to $565,000,000, 
leaving Europe short on export and import 
account with us in the amount of $277,000,- 
000. If we take the ten-month figures for 
the whole world, again we find the whole 
world short on export and import account. 
Our exports to the whole world in 1932 were 
$1.342,000,000 as against imports of $1,122,- 
000,000—a shortage of $220,000,000. ‘The out- 
side world can pay us with goods only if it 
sends in more goods than it takes out, and 
it is not doing that—the balance is the other 
Way. 

From what other sources, then, can Europe 
get dollars? The answer is gold or loans. 
They can’t get loans. The figure for new 
foreign loans placed in the United States, re- 
funding excluded, for the year 1932 to date 
is precisely zero. The answer is, to the ex- 
tent that they pay at all, they must ship 
gold. And this they are doing, but they are 
doing it at the expense of deteriorating their 
own external credit position, which, in the 
case of England, simply must not be pro- 
longed, in our interests and in the world’s 
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interests. Sterling is already off the gold 
standard, sterling is already heavily depre- 
ciated. 


America’s Interest in England and Germany 

Sterling is still the medium through which 
the major part of Continental European pay- 
ments are made to us, and sterling is the 
medium by means of which the outside world 
generally buys the major part of our cotton 
and other agricultural exports. It is abso- 
lutely contrary to the interest of the people 
of the United States to have an unbearable 
burden put on sterling exchange. It is, 
rather, very definitely to the interest of the 
people of the United States to facilitate the 
restoration of sterling to a sound gold basis 
in the interests of our export trade. 


It is, moreover, definitely to the interests 
of the people of the United States to get 
this whole German situation cleared up. 
Germany and England between them have 
been such tremendously big factors in world 
finance and industry, and have been such 
exceedingly good customers of ours, that it 
is worth our while to go a long way in mak- 
ing adjustments that will help them to get 
going normally again. Europe has made im- 
mense progress toward restoring German 
credit. The Lausanne Agreement, which vir- 
tually wipes out reparations, represented 
news that was incredibly good as compared 
with anything that we could have expected 
a year ago. Its final ratification is waiting 
until the question of debts of Europe to the 
United States is cleared up. 

On the economic side, therefore, it is quite 
clear that the American people have every- 
thing to gain by a prompt and businesslike 
compromise on this matter of interallied 
debts, which will get the question out of the 
way, restore world confidence, and permit 
restorative forces to move in reviving credit 
and trade and in lightening unemployment. 


GEORGE M. REYNOLDS HAS TWO 
ANNIVERSARIES 

George M. Reynolds, chairman of the 
board of the Continental Illinois National 
Bank & Trust Company of Chicago, recently 
received felicitations on the occasion of a 
double anniversary. Fifty-two years ago in 
1880 Mr. Reynolds began his banking career 
as a clerk in the Guthrie County National 
Bank of Panora, Ia. Just thirty-five years 
ago he relinquished the presidency of the 
Des Moines National Bank to begin his ¢a- 
reer in Chicago as cashier of the Continental 
National Bank of which he became presi- 
dent nine years later. 

As one of America’s most distinguished 
bankers Mr. Reynolds has been influential 
in the making of constructive banking his- 
tory since the beginning of this century. He 
might be characterized as a born banker with 
a keen and unerring judgment in applying 
fundamentals in good and bad seasons. He 
was among the first bankers to break down 
barriers by injecting the spirit of helpful and 
friendly cooperative relations in banking, 
both toward customers as well as toward 
bank correspondents. 


GEORGE M. REYNOLDS 


Chairman of the Continental Illinois Bank and Trust Com- 
pany of Chicago, who celebrates a double anniversary 


Combined resources of 147 trust companies 
in New Jersey amount to $1,019,787,564 as 
of September 30, 1932 with deposits of $757,- 
000,000; capital, $69,347,925; surplus, $64,- 
359,941 and undivided profits, $16,493,206. 
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FIRST PRINCIPLES IN TRUST ADVERTISING 


ADAPTING APPEAL TO CHANGED CONDITIONS 


DON KNOWLTON 


Publicity Manager of The Union Trust Company of Cleveland and Director of Financial Advertisers 
Association 


(Epiror’s Note: Mr. Knowlton has the experience and aptitude which qualify him as 
one of the foremost authorities on trust and financial advertising in the country. The following 
article also crystallizes some impressions gained by Mr. Knowlton as author of the recently 


published volume entitled ‘Advertising for Banks” 


which traces the advances in banking 


and trust company advertising, especially as fostered by membership of the Financial 
Advertisers Association, over a period of seventeen years. Mr. Knowlton goes to the heart of 
the trust advertising problem as affected by changed economic conditions.) 


RUST promotion men, and financial ad- 

vertisers who are writing trust adver- 

tisements, are busily searching for the 
sales theme which will be most effective to- 
day in the presentation of the trust idea. 
Public psychology with respect to banks, and 
consequently with respect to trusts, is some- 
what different than it was two or three years 
ago. The sales approach, therefore, may like- 
wise have to be different—at least, the sub- 
ject may have to be introduced to the pros- 
pect from a new point of view. 

One advertising man, preparing “copy” for 
trust advertisements, may feel that estate 
shrinkage is the ideal selling theme today. 
A great deal of remarkably fine advertising, 
in fact, has been done this year along that 
line. The trust officer in the bank across the 
street, however, may feel quite differently on 
the subject. He may decide that the impor- 
tant selling angle today is that of continuity. 
To his mind, what the trust prospect will be 
most interested in, in view of the cirecum- 
stances of the last few years, is the fact that 
trust company management guarantees the 
continuing best judgment of a group of men, 
who carry on through the years, unaffected 
by illness, personal bias, neglect, or other 
factors which so often arise in the case of 
an individual trusteeship. 


Observing First Principles of Advertising 

Still another man interested in trust pro- 
motion may feel that today life insurance 
trusts present the most promising field for 
new trust business. He will argue that there 
are thousands of men who, during the last 
three years, lost that share of their estates 
which they held in investments, but retained 


that share of their estates represented by in- 
surance—and that, therefore, these men are 
now in a particularly good frame of mind 
to be sold the idea of assuring, by a life 
insurance trust, the perpetuity of the protec- 
tion which life insurance has afforded them. 

Now in his eagerness to hit upon the par- 
ticular sales theme which may fit in best 
with present day public psychology, it is very 


DON KNOWLTON 
Director of Publicity, Union Trust Co., Cleveland, Ohio 
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easy for a trust advertiser to overlook, for 
the time being, certain basic principles which 
apply not only to trust advertising, but to 
any kind of advertising. If these principles 
are not borne in mind, the effectiveness of an 
advertising campaign may be lost entirely, 
regardless of what the sales theme may be. 
In short, an advertising campaign founded 
upon the best trust sales idea in the world 
will not produce results, unless this campaign 
meets certain standard physical and mechan- 
ical requirements which are part and parcel 
of good advertising for any product what- 
ever. Let us, therefore, review briefly a few 
first principles of advertising, so that we may 
bear in mind methods to be followed, and 
limitations to be observed, in securing maxi- 
mum efficiency in the advertising presenta- 
tion of the sales theme determined upon, 


The Market as a Determining Factor 


The extent of the market for any product 
is perhaps the chief determining factor in the 
nature of the advertising employed for that 
product. The extent of the market deter- 
mines the advertising media to which most 
emphasis is given. Thus, an article appeal- 
ing to all classes of people might be merchan- 
dised primarily through billboards and news- 


papers. An article appealing to, let us say, 
the upper third of the population, from an 
income point of view, would probably best be 
advertised primarily in newspapers, plus 
some printed matter, and perhaps some out- 
door advertising. An article appealing to the 
one-hundredth of the population in the upper 
income brackets might best be advertised 
through printed matter, supplemented by 
newspaper and magazine advertising. Fur- 
thermore, in the case of such an article, ad- 
vertising alone might not produce sufficient 
results, and personal solicitation would prob- 
ably be necessary. 

Now the physical limitations of various ad- 
vertising media have a direct bearing upon 
the nature of the message which can be de- 
livered through these media—and therefore 
have a bearing on the advisability of the 
sales theme selected. In billboards, only a 
few words can be said—consequently a sales 
theme demanding considerable explanation 
should not be used. In newspapers, a few 
more words may be said; but here too space 
limitations are important. In printed matter 
there are no limitations upon what may be 
said save those of expense and reader in- 
terest. In printed matter, therefore, a more 
involved sales there may be presented with 
a greater expectation of success. 


The Market for Trust Advertising 


So in trust advertising one of the first 
things to determine is the size of the desir- 
able market. This brings up immediately 
the question as to how far down the line the 
bank wants to go in trust solicitation. What 
is the minimum sized estate which the trust 
department can handle with some profit to 
the bank? Is the bank, or is it not, interested 
in insurance trusts of this size? This latter 
question brings up an interesting point in 
bank operating costs. The bank makes no 
profit upon insurance trusts until after the 
death of the holder of the insurance. There- 
fore, promotion money spent this year in se- 
curing insurance trusts may not be recov- 
ered, in terms of profit, for years to come. 

After the nature of desirable trust pros- 
pects has been determined, then comes the 
question of finding out how many prospects 
there are, of that nature, in the city in which 
the bank is located. This determines the size 
of the market. After the size and nature of 
the market has thus been determined, then 
comes the problem of deciding what form of 
advertising media will be best calculated to 
meet this market satisfactorily. After the 
media have been selected, there arises the 
important question as to whether the sales 
theme determined upon will be suitable for 





TRUST COMPANIES 


presentation in the media chosen. 
a specifie illustration— 


To give 


Practicability of Sales Theme 

Let us suppose that a bank decides that it 
is interested in trusts of $25,000 and up, and 
finds that there are in its city 10,000 people 
who meet this qualification, Then let us as- 
sume that estate shrinkage is the theme se- 
lected as best calculated to appeal to present 
day public psychology. 

Immediately a conflict is in evidence, from 
a purely mechanical side. Estate shrinks ze 
ean be touched upon fairly satisfactorily in 
newspaper ads, but it cannot be presented in 
full except in a rather long and involved 
piece of printed matter. The expense of 
sending a large piece of printed matter to 
ten thousand prospects might be out of the 
question, and would probably be out of ali 
proportion to possible business derived there- 
from. On the other hand, the insurance trust 
theme could be presented in comparatively 
few words. It might be perfectly possible, 
from an expense standpoint, to send ten thou- 
sand prospects a series of three or even four 
brief pieces of printed matter on the subject 
of insurance trusts. 

Now let us take a situation quite the re- 
verse—let us suppose that a bank decides 
that its trust department is interested only 
in estates of no less than $75,000, and it finds, 
from a survey of the city, that there are 700 
people in the city who answer these qualifi- 
eations, In that case the estate shrinkage 
theme might be perfectly practical from an 
expense point of view, because only some 700 
of the longer printed expositions of the es- 
tate shrinkage theme would be ample. Fur- 
thermore, the expense might be justified be- 
cause the securing of only two or three trusts 
from prospects of this caliber might be suf- 
ficient to offset the expense of the advertising 
involved. 

First of all, therefore, comes the question 
of determining the size and nature of the 
market—which in turn determines the media 
used—which in turn influences the practica- 
bility of the sales theme selected. 


Attention Value 
In order for advertising of any description 
to produce any results whatsoever, it must 
first be seen. This simple fundamental fact 
is so easily overlooked—especially if the ad- 
vertiser is so preoccupied with his sales 
theme that he forgets, for the time being, 
the purely physical and psychological founda- 

tion of all advertising efforts. 
The average man turns rapidly through 
the daily newspaper. Will he overlook your 
advertisement, or will it catch his eye? The 
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answer to this simple question is the basic 
answer to the effectiveness of your advertis- 
ing—whether it be trust advertising or ad- 
vertising of any other sort, Hence sales 
theme, excellence of advertising copy, and the 
like, are entirely subordinate to the quality 
of attention value. 

Through sheer size of space, through in- 
teresting or intriguing pictures, through un- 
usual or striking design, or some similar de- 
vice, the advertisement must be so set up 
that it will catch and hold the attention of 
the reader. If an advertisement is not seen, 
certainly it is not read. If it is not read, it 
is useless. 

This is largely true, also, with respect to 
printed matter. Of course in the case of 
printed matter it may be overcome to some 
extent under certain circumstances. Thus, 
an officer of a bank may send a cireular to 
a prospect, accompanied by a personal let- 
ter, the personal letter being the device by 
which the prospect’s attention is caught, But 
suppose folders are simply sent through the 
mails in the usual way. <A folder comes toa 
man’s desk accompanied by the rest of the 
morning’s mail. He is not thinking about 
this folder at all. He is thinking about his 
own business. Business letters, personal let- 
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ters, and direct mail advertising of a host 
of other institutions are at that instant com- 
peting for his attention. 

A trust booklet, therefore, if it is to catch 
his eye at all, must possess an appearance 
so striking, or so unusual, that he will turn 
from his own affairs and select out of the 
mass of stuff on his desk that particular 
booklet—for immediate or for future observa- 
tion. Excellence of layout and design—un- 
usual color combinations, striking titles— 
these things are the very foundation of ef- 
fectiveness in direct mail trust literature. 


Commanding Reader Interest 


Let us assume now that the reader— 
whether he be a reader of a newspaper, or a 
reader of a piece of printed matter—has seen 
your advertisement, and he now is engaged 
in the actual reading of it. 

Will it hold his interest? 

This depends partly upon typography and 
layout, and partly upon the “copy”; that is, 
the type of language used. 

People simply will not read long para- 
graphs of solid type. They are not interest- 
ed in sequences of solid paragraphs or se- 
quences of solid pages. The human eye 
eraves variety. It is the eye, rather than 
the understanding, of the reader, which is 


intrigued—which is piqued by curiosity to go 


farther. Consequently brief paragraphs, va- 
rious devices which break up the regularity 
of type, illustrations, designs, and other or- 
namentations are extremely useful to lead the 
reader from one paragraph to the next, 

Much the same thing is true with respect 
to language used. The reader does not have 
to read your advertisement. The instant it 
becomes uninteresting to him he can throw 
it into the waste basket. The language must 
be easy to understand—simple and concise. 
I am speaking now, remember, of newspaper 
advertisements or of booklets sent through 
the mail without any accompanying letter— 
types of advertising which must, so to speak, 
do their job “under their own steam.” 

Here is where arises only too often a con- 
flict between reader interest and sales appeal. 
The sales appeal may be intrinsically inter- 
esting—but if it is presented in long and in- 
volved legal phraseology, or in English which 
is tedious, it will never hold the attention of 
the reader. His mind, like his eye, is full of 
other things, and somewhat weary. Reading 
must be made as easy and attractive as pos- 
sible to him, otherwise he will not undertake 
it. 

Stimulation of Desire 

Let us assume now that the prospect has 

seen the bank’s advertisement, and that he 
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has read the bank’s advertisement. The next 
question is—does it produce in him a sense 
of desire which may lead to action? 

It is at this point that a great deal of trust 
advertising fails of its purpose. A man may 
understand an advertisement perfectly—but 
this understanding may not in the least make 
him desire the produce advertised. Under- 
standing has to do with the intellect. Desire 
has to do with the emotions. The most sim- 
ple and precise exposition of estate shrink- 
age, of a living trust, of excellence of per- 
petuity of trust company management, may, 
therefore, fail of its purpose if it does not 
in some way stimulate the emotions as well 
as the understanding of a prospect. 

Why does a man turn over his estate to a 
trust company? It is not merely because he 
is intellectually convinced of the fact that 
that is the course which he should pursue. 
Thousands of men whom you know are well 
aware of the fact that trust company man- 
agement is probably better than their own. 
Yet they fail to take this step because their 
emotions have not yet prodded them into it. 


The Human Appeal in Trust Service 


In the last analysis, a man employs a trust 
company because he is stirred by extremely 
human motives. Let us cite some of them: 

Fear. A man may be afraid of losing his 
money. He may be afraid of poverty. In 
some cases fear is the only emotion powerful 
enough to overcome the prospect’s egotism 
and pride in his own ability. 

Love. Love of family is probably the most 
powerful motivation in behalf of trustee- 
ships. 

Spirit of Adventure. It is the ambition of 
many men to be able to build up, within their 
lifetimes, an estate sufficient to grant them 
complete freedom and leisure. They want to 
climb the Alps, see the Pyramids, ride an 
elephant in India. 

Miserliness, Sheer love of money for its 
own sake is in some people a profound emo- 
tion. The element of maximum protection 
afforded by a trust company is sometimes, 
therefore, the most powerful appeal which 
may be made to them. 

Self-Esteem. Some men desire to be known 
to the world at large as public benefactors. 
Trusteeships in behalf of hospitals, universi- 
ties or churches may especially appeal, there- 
fore, to this quite human weakness. 

The list might be made much longer. The 
above are quite sufficient, however, to illus- 
trate the fact that it is the emotions of a 
prospect, rather than the understanding, 
which leads that prospect to take definite 
action in the direction of a trusteeship. 
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To sum up, therefore, trust advertising— 
or any advertising, for that matter—-must, 
to be effective, accomplish the following—— 

1. It must be seen. 

2. It must be read. 

3. It must awake desire. 

No matter, therefore, what sales theme is 
used, it must be so handled, both from the 
standpoint of physical treatment and from 
the standpoint of diction, that it will meet 
the above requirements. 


Limitations of Trust Advertising 

Advertising for a low-priced product may 
stimulate actual buying much more easily 
than does advertising for a high-priced prod- 
uct, because the sales resistance is less. Let 
us assume that advertising for a certain 
brand of toothpaste is seen, is read, and 
awakes a desire for that toothpaste. The 
toothpaste costs fifty cents. Few people hesi- 
tate to spend fifty cents. Sales resistance is 
low. Therefore, advertising alone may fur- 
nish sufficient motivation to stimulate pros- 
pects to the point of walking into drug 
stores and making the purchase. 

But now let us consider automobile adver- 
tising. Let us assume that the advertising 
for a certain car is seen, is read, and awakes 
desire. But how many people buy automo- 
biles simply because they read automobile 
advertising? The amount of money involved 
is too great for that. The car in question 
costs perhaps $500. The desire to buy the car 
may be there, but there are very few people 
in the world who will part with $500 except 
under heavier pressure than can be brought 
to bear upon them by advertising. When the 
amount is that large, the sales resistance is 
too great to be overcome by advertising alone. 

Now, in the case of trusts the amount of 
money involved is infinitely greater. It fol- 
lows, therefore, that except in very rare cases 
trusts are not sold by advertising alone. 
Trust advertising, if properly done, may cre- 
ate the desire for a trust, but that is about 
so far as advertising can go. If trust busi- 
ness is to be secured as the result of adver- 
tising, therefore, it is necessary to plan a 
trust campaign in such a way that personal 
solicitation steps in where advertising leaves 
off. Then personal solicitation is in a posi- 
tion to cash in upon the desire which adver- 
tising has created. 


When Personal Solicitation Steps In 
A great deal of trust advertising material 
goes to waste because of the failure to rec- 
ognize this principle sufficiently. Suppose, 
for instance, that a bank mails a series of 
trust literature to a thousand excellent pros- 
pects, but makes no effort to follow up these 
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prospects by personal solicitation. The re- 
sult is that whatever good work may have 
been accomplished by the advertising may go 
largely to waste. The advertising may have 
aroused desire in the minds of a number of 
these prospects—but the desire is not trans- 
lated into action because the advertising is 
not followed up by personal selling. To be 
effective, therefore, trust advertising must 
not only conform to the basic principles of 
advertising above outlined—it should be ac- 
companied by a well-planned personal solici- 
tation program. 

There is nothing new about all of the 
points mentioned in this article; but that 
does not mean that they are any the less im- 
portant. At this time all banks are interested 
in making the advertising dollar go as far 
as possible; and for this reason especially, 
advertising efforts along trust lines, as along 
any other, may well be scrutinized carefully 
in the light of first principles of advertising 
which have been developed through the years 
by the trial and error method, and have 
proved, on the average, reasonably efficient. 
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HARRIS TRUST & SAVINGS NAMED IN 
STUDEBAKER WILL 


The Harris Trust & Savings Bank of Chi- 
cago is named as trustee in the will of the 
late Clement Studebaker, Jr., recently filed 
for probate in Chicago, leaving an estate 
which is variously estimated from one to 
five million dollars. Aside from small per- 
sonnel bequests practically the entire estate 
is divided into four parts, of which two go 
to the widow and one each to the son, Clem- 
ent III and a daughter, Mrs. James M. 
Peticolas. 


EARNINGS OF RHODE ISLAND HOSPITAL 
TRUST COMPANY 

At the recent annual meeting of stockhold- 
ers of the Rhode Island Hospital Trust Com- 
pany of Providence, the president, Thomas 
H. West, Jr., advised that the earnings of the 
company for the fiscal year amounted to 
$1,265,500. Dividends paid amounted to 
$800,000. After charge-offs and transfer to 
the guaranty fund, undivided profits at the 
close of the fiscal year amounted to $1,114,- 
962. The existing board of directors was 
elected without change. 


Surrogate Foley has appointed the Guar- 
anty Trust Company of New York tempo- 
rary administrator of the estate of Zachary 
Smith Reynolds, heir to the Reynolds to- 
bacco millions. 
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“LET US NOT LOSE FAITH IN MORTGAGES” 


COOPERATION WITH OWNERS OF MORTGAGED PROPERTIES 


JONATHAN M. STEERE 
Vice-president, Girard Trust Company, Philadelphia, Pa. 


(Epiror’s Note: Mr. Steere is not pessimistically inclined as to the eventual solution 
of troublesome problems confronting fiduciaries in handling mortgages on real estate which 


are subject to or acquired on foreclosure proceedings. 


He believes in friendly cooperation 


between mortgagor and mortgagee. He recounted at the recent conference of the Trust Section, 
Pennsylvania Bankers Association, the favorable experience from the policies pursued by 
the company with which he is associated.) 


HERE is no doubt in my mind that 

mortgages form the most difficult prob- 

lem of our trust departments today. 
More time, effort, worriment and money are 
spent over mortgages and real estate acquired 
under foreclosure of mortgages than over 
any other portion of our complicated prob- 
lem. 

If stocks discontinue their dividends, there 
is nothing for the holder to do but grin and 
bear it, or sell his stock. If bonds default in 
interest or principal, there is not much that 
can be done except to decide whether or 
not to deposit the bonds with a protective 
committee, unless one happens to become 
a member of such protective or reorganization 
committees and participates in the thrills and 
joys which they afford. Such service is 
one of the easiest ways I know of to con- 
sume time. If any one is suffering from 
ennui, let me recommend membership in a 
bondholders protective committee or a re- 
organization committee. 

But with mortgages the whole matter is 
different. They can’t be pushed off into the 
hands of a protective committee. They de- 
mand steady, persistent attention, and when 
the evil day arrives when the owner throws 
up his hands, then follow appraisement, fore- 
closure, repairing, renting (perhaps), and 
all the myriad troubles and annoyances of 
the possessor of real property. We all know 
the details, and it is useless to recount them. 

Occasionally comes a flash of humor, as, 
for instance, when a few years ago we re- 
ceived a postal card bearing this message: 

“Girard Trust Company, Dear Sirs. The 
pipes is busted and the house is full of water. 
What shall I do, as there is no water in the 
house?” 


Mutual Interests of Mortgagor and 
Mortgagee 

I feel that much can be accomplished, and 
I am sure much is being accomplished, by 
many trust companies by cooperating, as 
closely and in as friendly a way as possible, 
with the owners of mortgaged properties, in 
an honest endeavor to help them with their 
problems. As a rule, the owners want to 
continue to own, and the mortgagee has an 
equally strong desire to continue as mort- 
gagee rather than become an owner. Sug- 
gestions as to management, relations between 
landlord and tenant, proper amount of fire 
insurance, the allocation of moneys between 
overdue interest and taxes, and many other 
matters, may well be mutually considered by 
mortgagor and mortgagee. It is also well for 
the owner to know that the mortgagee has 
to deal not only with the owner of the prop- 
erty, but with beneficiaries of estates which 
hold the mortgages, and that sometimes they 
are very insistent and not always polite. 
Unless this is carefully explained, the owner 
may think that the mortgage is owned by the 
trust company itself, and being a soulless 
corporation, the payment of interest is an 
unimportant detail. 

But finally, when the day of acquisition 
comes, and such days seem to be coming 
fairly frequently, there is in my judgment, 
as a rule, but one thing to do, and that is to 
be liberal in reconditioning the property, and 
as promptly as possible, with a view to ob- 
taining a tenant. The better condition it is 
put in, the more likelihood of renting. Per- 
haps one takes undue pleasure in such lib- 
erality, for the reason that it is probably the 
only chance he will ever have to charge all 
repairs to principal, and the usual com- 
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plaints about unusual repairs from life ten- 
ants are for once avoided and the remainder- 
men may be too young to be heard. 


Responsibilities of Fiduciaries 

With such a policy of doing all that is 
reasonable in the way of repairs and im- 
provements, the experience of the company 
with which I am most familiar has been 
reasonably satisfactory. Many rentals have 
been made, with the result that the estates 
will receive a fair net income. I can see 
no other reasonable or justifiable policy with 
respect to real estate so acquired. 

And what of the future and of our respon- 
sibilities as fiduciaries? Of the future any 
of uS May guess, one as well as another, but 
is there any real reason to suppose that real 
estate values will not in due time come 
back, and mortgages be once more in higher 
esteem than they are today? There is only 
so much land. It cannot be produced by the 
modern machinery which economists are tell- 
ing us every day is the root of all our trou- 
bles. AS our towns and cities grow, land 
and the improvements on it must be in de- 
mand—must be needed for the use of our 
citizens. 


In the meantime, we must struggle with 
our mortgage problems and do the best we 
can. If we have used reasonable judgment 
in taking our mortgages, and have been 
diligent stewards over them, we have the 
consolation, on the one hand. of having 
obeyed the law laid down for the invest- 
ment of trust funds, and the reasonable hope, 
on the other hand, that we shall fare far 
better at the hands of our beneficiaries than 
if we had followed the importunities of some 
of them to invest in common stocks. 

And, furthermore, I believe we may look 
forward to fair treatment by our courts. If 
mortgages secured on the houses and places 
of business of our citizens are not sound and 
dependable investments, I know not where 
to find them. Let us not lose faith in mort- 
gages. 

> > & 

After suspension of nearly a year the Ohio 
Merchants Trust Company of Massillon, O., 
formally reopened to the accompaniment of 
blowing of factory whistles and display of 
flags. The reopening releases over a million 
of dollars to depositors. R. E. Bauman is 
president and C. E. Stuart, chairman of the 
board. W. L. Schultz is trust officer. 





ADVERTISING TRUST SERVICE IN 1933 
GIVE CAREFUL THOUGHT BEFORE SLASHING 
ADVERTISING APPROPRIATIONS 


H. DOUGLAS DAVIS 
Vice-president and Trust Officer of The Plainfield Trust Company, Plainfield, N. J. 


(Epiror’s Note: Mr. Davis is not enrolled among the bank or trust company execu- 
tives who have succumbed to the erroneous belief that depression affects trust business the 
same as it affects banking. He is a robust convert to the conviction that in evil times like the 
present the average man is more ready to listen to the trust message of service and protection 
than in normal or affluent times. Mr. Davis discusses trust department development plans 
for 1933 with refreshing optimism and vigorous thought.) 


NFORTUNATELY most of us are like 
the lightning bug that has a torch on 
the rear end. He can see where he 

has been, but not where he is going. We 
cannot see exactly what conditions we will 
meet in the years ahead, but we do know 
that public thought has taken a different 
trend and there are obstacles to meet which 
were not present a few years ago. Some of 
those obstacles as I see them are: 

1. The ordinary lethargy of the human 
race. At flood, the human tide sweeps all 
before it. At slack, human action is slow and 
stagnant as any shallow pool. The present 
period might be called the slack. 

Consider a moment how sluggishly people 
act, even when their best interests are at 
stake. If you drive a car in New York City 
on January ist without a license plate, you 
will be arrested. To renew takes three min- 
utes and a few dollars. Yet on December 19, 
1930, with only eleven days left, fewer than 
10 in 100 had applied for their licenses. On 
December 31st, the last day, 60,000 jammed 
the offices. Stockholders of the A. T. & T. Co. 
threw away $750,000 by failure either to use 
or sell subscription rights offered them. About 
$30,000,000 of United States Liberty Loan 
bonds are awaiting redemption and not draw- 
ing interest. 


Encountering Lethargy in Signing Up for 
Trust Business 

This lethargy is not new, but it seems to 
be harder to overcome just now and espe- 
cially in those we are trying to sign up for 
trust business. 

2. It may safely be said that everyone who 
owned property has taken a substanial loss. 
Where a few years ago a man was possessed 


of an estate that would maintain his entire 
family in their accustomed style, now he 
may find that the income would hardly sup- 
port his wife in a much smaller scale of liv- 
ing. This man, when approached on the 
subject of a will, is confused and reluctant 
to make any move. He cannot carry out his 
original plans and hopes that prices will rise 
and dividends increase before he considers 
a new will. Such a prospect will procrasti- 


H. DovucGLas DAvIS 


Vice-President and Trust Officer, Plainfield Trust Company 
of Plainfield, N. J. 
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nate and offers resistance which is difficult 


to overcome. He is definitely a product of 
the times. 

3. Those who are afraid to face the facts 
are always hard to deal with. If the man 
whom I have just pictured is of this type 
he presents a still more difficult problem. 
There are many who feel that everything 
has gone to smash. Their plans are upset 
and they simply refuse to contemplate the 
wreckage. Until such people become ad- 
justed to new conditions, mental attitude is a 
real obstacle. 

4. Expense is always a major considera- 
tion with some clients and cannot be ig- 
nored even though we strive to sell on the 
basis of quality alone. I find that the cus- 
tomer of today gives more thought to cost 
than formerly. 


Keep on Digging 

Recognizing that we have a hard job, what 
are we going to do about it? We are going 
to keep right on advertising and making a 
greater effort to get the business which is 
there just as it always was, but which does 
not come out unless we dig a whole lot 
deeper. This is no time to slash our adver- 
tising appropriations until we have given 
careful thought to the consequences. If we 
benefit by the lessons hard times teach us, 
we strive to eliminate waste and extrava- 
gance. Undoubtedly some forms of adver- 
tising are not worth the expense and we 
may scrutinize more carefully the spending 
of our money which should buy more than 
in the past, but our newspaper space, direct 
mail solicitation, personal solicitation and 
other media which have proved their worth 
should be continued as before. 

We cannot allow the public to forget us 
and in these times they will do so very quick- 
ly because they are still bewildered by 
changed conditions and worried about their 
losses. The time will come, however, and 
may be here now, when the same people will 


have adjusted themselves to facts as they 
are, not as they were, and then they will be 
more anxious than ever before to receive 
sound advice. At that time they will turn 
to the institutions that have kept the flag 
flying and not to those whose names are for- 
gotten. 
Simplicity and Sincerity in Writing Copy 

To me it has always seemed that the two 
qualities to be most earnestly striven for in 
writing copy are simplicity and sincerity. 
Indeed in all writing there are no finer 
qualities than these. On the tomb of the 
Unknown Soldier in Westminster Abbey is 
a marvelous epitaph: 

They buried him 
Among the Kings 
because he had 
done good toward 
God and toward 
his home. 

Seventeen words and more 
a thousand word eulogy. 

Calvin Coolidge in his speech accepting the 
nomination for President in 1924 said “In 
the commonplace things of life ‘lies the 
strength of the nation.” I admire Mr. Cool- 
idge’s ability to express his thoughts in a 
few simple words. It has always been my 
belief that much of our advertising of trust 
service is over the heads of our public. That 
is true of our conversation with our clients 
and of our letters. It is too easy to use lan- 
guage that is unfamiliar and confusing and 
we must remember that the average man 
has little occasion in his daily life to use 
such words as fiduciary, life tenant, remain- 
derman, ete. H. L. Mencken once remarked, 
“No one in this world has ever lost money 
by underestimating the intelligence of the 
great masses of the plain people.” We dis- 
play our services before the great masses of 
the plain people and we must not dress them 
so elaborately that they will not be recog- 
nized. 


eloquent than 
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TRUSTS INTER VIVOS AND GIFTS UNDER THE NEW 
FEDERAL TAX LAWS 


DEBATABLE PROVISIONS CALL FOR JUDICIAL INTERPRETATION 


LOUIS BARCROFT RUNK 
Assistant Trust Officer, Provident Trust Company of Philadelphia 


(Epiror’s Norte: Because of new provisions and the final haste with which the Federal 
Tax law of 1932 was rushed through Congress it is incumbent upon trust officials to read 
carefully the changes relating particularly éo the taxation of revocable and irrevocable trusts and 
the gift tax. Debatable questions are raised as to the various types of trusts inter vivos which 
will doubtless yield another large crop of judicial interpretations. Mr. Runk devotes special 
attention to that group where a settlor tries to obtain all the advantages of irrevocable trusts 
without the disadvantages of the unalloyed revocable trust, both in avoiding the liability to 
pay the income tax himself, if he is not personally receiving the income, and in the ultimate 


taxation of the principal.) 


LL parts of the Federal Revenue Act 
of 1932 have been in operation for 
some months. The struggles over its 
provisions among members of Congress with 
their constituents and with each other are 
over—those of the taxpayers and their law- 
yers with the staffs of the Collectors of In- 
ternal Revenue, in the Board of Tax Appeals 
and in the federal courts have just begun, 
and the reverberations of the questions 
raised by the numerous changes in the law 
will re-echo down the corridors of time for 
several years. This inevitable and perpetual 
conflict is well visualized by Judge Clark of 
the Circuit Court of Appeals of the Third 
Circuit in his opinion of June 23, 1931, in 
Clapp vs. Heiner (51 F. (2d) 224). Itisa 
matter of regret that so many debatable ques- 
tions under the 1926 and 1928 Acts are still 
without final solution by ‘the appellate courts. 
The editor of this magazine has asked me 
to discuss the new taxes relating to revocable 
and irrevocable trusts and also the gift tax. 
Perhaps the best way would be ‘to cite any 
notable decisions that have prevented the 
government from securing the returns that 
were in contemplation when these laws were 
first enacted, and which may indicate the 
reasons why the government tax experts ad- 
voeated before the committees of Congress 
and succeeded in having enacted into law 
the numerous changes that have recently been 
made. 
Three Types of Trusts Inter Vivos 


As to trusts inter vivos there are really 
three types, although commonly classed as 


two. First, the unalloyed revocable trust, 
second, the strictly irrevocable trust, and 
third, the large group whose position is not 
yet clearly defined, but which will be always 
awaiting a final determination of its status 
as belonging to either the first or the second 
type from the tax standpoint. 


As to the first, viz: those that are revocable 
by the settlor alone—without any restriction 
—these are little more than investment agen- 
cies and, of course, both income during life 
and principal at death are taxable. 


Second, the irrevocable trust, which in its 
strictest sense would mean any trust in 
which the settlor has not the ability to 
make any changes that will ever revest in 
him or in his estate any portion of the prin- 
cipal or to control the same by his will. In 
its broader sense it means those cases which 
are judicially construed as exempt from es- 
tate taxes under the federal laws, provided 
certain statutory conditions do not exist. In 
this group prior to tthe Act, or what was 
really the Joint Resolution, of Congress of 
March 38, 1931, and which will be presently 
mentioned, the principal was not taxable 
except as a gift and that kind of a tax, now 
reenacted, had been repealed in 1926. 

Third, and ‘this is the group that causes 
nearly all the discussion—where a settlor 
tries to get all the advantages of the second 
group without the disadvantages of the first 
group, both in avoiding ‘the liability to pay 
the income tax himself, if he is not person- 
ally receiving the income, and in the ulti- 
mate taxation of the principal. This he tries 
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to do by carefully drawn provisions that 
put the trust in a twilight zone, with some 
clear features of each group—a no-man’s land 
where often friends cannot even recognize 
each other, and where the government’s hand 
at the start appears to be against every man. 
Of course, since the government makes the 
laws and puts in them what it pleases, the 
laws are construed strictly against it on the 
ground that it should have made proper 
provision to protect itself, and the taxpayer 
is justified in having counsel draft, if pos- 
sible, legal papers that can save him or her 
under the terms of the law from any tax 
that will diminish both present income as 
well as principal to be transmitted later to 
the family. 


Interpreting ‘Substantial Adverse Interest’ 


The settlor was first of all concerned with 
the taxation of his income when he was not 
getting it himself and yet desired to con- 
trol in some way the objects of his bounty 
by retaining the right of depriving them of 
it. So beginning with the 1924 Act the in- 
come was made subject ‘to tax if the settlor 
had the right to revoke the trust within the 
calendar year either alone or in conjunction 
with any person not a beneficiary thereof. 
This last phrase has now been changed to 
any person “not having a substantial adverse 
interest in the disposition of such part of the 
corpus or the income therefrom.” The words 
“adverse interest” were used in the Bank- 
ruptey Act of 1867 and were applied there 
to any claim “the determination of which 
will affect the quantum of the bankrupt's 
estate and the distributive shares of the cred- 
itors,” (15 Fed. 101, 103) and the additional 
word “substantial” would carry its dictionary 
meaning of “real” or “actually existing,’ as 
opposed to something that was nominal or 
merely imaginary, or perhaps also potential. 

A decision of the Circuit Court of Appeals 
at Boston on May 31, 1932 (59 F. (2d) 56) 
reversed the Board of Tax Appeals (23 B. T. 
A. 681) in the case of Emma Louise Smith, 
petitioner, and held that the word “benefi- 
ciary” under the earlier Act included those 
who had contingent interests as well as those 
who had vested interests. There will, of 
course, have to be some construction under 
the new Act of what “adverse interest’ is a 
“substantial” one. Each case will doubtless 
have to stand on its own facts. 

One of the best ways of ascertaining the 
intent of a legislature in the enactment of 
a law is to see the report of the committee 
which influenced it in adopting the Act rec- 
ommended. In this particular law there was 
a report to the Senate from its Committee of 
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Finance, as well as a prior report to the 
House of Representatives from its Committee 
on Ways and Means. The Senate Committee 
report adopted as its own on this part of the 
Act almost verbatim everything that the 
House had said and added some clauses of 
its own which were incorporated into the 
Act as passed. So we shall therefore’ quote 
in part the Senate Finance Committee re- 
port on these revised sections 166, having to 
do with revocable trusts, and on 167, having 
with income for benefit of the grantor. 


Revocable Trusts and Income 


As to Section 166 “In an attempt to avoid 
this section, the practice has been adopted 
by some grantors of reserving power to revest 
title to the trust corpus in conjunction with 
a beneficiary having a very minor interest 
or of conferring the power to revest upon a 
person other than a beneficiary ; in such cases 
the grantor has substantially the same con- 
trol as if he alone had power to revoke the 
trust. While it is, of course, yet to be es- 
tablished that such device accomplishes its 
purpose, it is considered expedient to make 
it clear that in any of these cases the income 
shall be taxed to the grantor. The House 
bill made the grantor of a trust taxable upon 
the income of any part of the corpus of the 
trust, where the power to revest in the 
grantor title to such part of the corpus was 
in the grantor alone or was in 'the grantor 
in conjunction with any person not having ¢é 
substantial adverse interest in the disposi- 
tion of such part of the corpus. Your com- 
mittee has extended the scope of this provi- 
sion so as to include, as well, the cases where 
the power to revest title to any part of the 
corpus is held, either alone or in conjunction 
with the grantor, by a person not having a 
substantial adverse interest in such part of 
the corpus or in the income therefrom.” 

And as to Section 167—‘‘The present law 
taxes the income of a trust to the grantor 
when in his discretion, either alone or in 
conjunction with a person not a beneficiary, 
the trust income may be held or accumulated 
for future distribution to him, or is or may 
be applied to the payment of premiums upon 
insurance policies on the _ grantor’s life. 
Trusts have been established in which in- 
come is held or accumulated for the grantor, 
which fact, it is contended, removes such 
trusts from the operation of this section. 
Here again, it is not at all certain that the 
courts will uphold such devices; yet the stat- 
ute may well be clarified to remove any doubt 
that the income of such trusts is fo be taxed * 


*The Committee’s report uses the word ‘‘taxes’’ which 
seems an obvious error for “taxed.” 
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to the grantors. In the House bill, the sec- 
tion has been amended to provide that there 
shall be taxed to the grantor of a trust any 
part of the income of the trust which (1) is, 
or in the grantor’s discretion may be, held 
or accumulated for future distribution to 
him, or (2) may, in the grantor’s discretion, 
be distributed to him, or (3) is, or in the 
grantor’s discretion may be, applied to the 
payment of premiums upon policies of insur- 
ance on his life. 


“Your committee has further amended the 
section so as to cover, in addition, cases in 
which ‘the discretion as to the disposition of 
the income is in any person not having a 
substantial adverse interest in the disposi- 
tion of such income, even though such dis- 
cretionary power is not shared with the gran- 
tor. The House bill added a subsection de- 
fining the term ‘in the discretion of the 
grantor,’ so as to include within the pur- 
view of the section cases in which the discre- 
tion is in the grantor in conjunction with 
any person not having a substantial adverse 
interest in the disposition of the income in 
question.” 


Important Decisions Relating to Taxation of 
Income from Revocable Trusts 

The Act provides (Sec. 166), as the pre- 
vious Act had done, that income from rev- 
ocable trusts shall be subject to tax to the 
grantor “where at any time during the tax- 
able year the power to revest in the grantor 
title to any part of the corpus of the trust 
is vested, *? and a recent case which 
may be far-reaching in its effect if it is sus- 
tained by the upper court, has rested its 
decision on the words “during the taxable 
year.” In Clapp vs. Heiner above referred 
to (51 F. (2d) 224), decided in June, 1931, 
the settlor stipulated a six months’ notice of 
revocation and claimed that these words 
were in conflict with the words “at any time” 
in the Act, but the court refused to sustain 
that contention. 

However, in Lewis vs. White in the Dis- 
trict Court of Massachusetts, decided Janu- 
ary 28, 19832—seven months later (56 F. (2d) 
390), a trust agreement had been amended 
to read as follows: “This instrument may be 
revoked, altered, and/or amended by the 
trustor on or after the first day of January 
in any year, but only on condition that and 
provided the trustor shall in the preceding 
calendar year have notified in writing ‘the 
trustees of his intention so to revoke, alter, 
and/or amend this instrument.” 

And Judge Brewster held that the grantor 
did not have the power to revest in himself 
title to the corpus during the taxable year, 
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since he had not given notice of his intention 
to exercise that power in the preceding tax- 
able year, and that therefore the income from 
the trust to the taxpayer’s wife under such 
an agreement was not taxable as part of the 
trustor’s income for such succeeding year. 
The result of such failure of notice in any 
year to affect ithe principal and income from 
it for the succeeding year would be to save 
the trustor any income taxes for that suc- 
ceeding year as long as the trust lasted. Of 
course, during the taxable succeeding year 
the settlor would be deprived of the power 
to revoke the trust. In this case the judge 
distinguishes Clapp vs. Heiner above men- 
tioned on its facts, but admits that his deci- 
sion is in conflict with Langley vs. the Com- 
missioner of Internal Revenue, decided De- 
cember 17, 19381 (24 B. T. A. 1156), and an 
appellate court will have to determine 
whether Lewis vs. White or the Langley case 
is to be the law. (They have been appealed 
to the Circuit Court of Appeals for the First 
and Second Circuits respectively. ) 


Taxation of the Principal 
Now as to taxation of the principal. The 
question always is how far can one go? Can 
you call a trust irrevocable without regard 





690 


to what you put in it, and where is the point 
where the trust is so riddled with powers 
that are inconsistent with irrevocability that 
it loses the right to be called such and its 
principal is taxable at death? 

In the Reinecke case in 1929 (278 U. S. 
339), decided under the Act of 1918, the 
Supreme Court held that a settlor could 
properly supervise investments, demand prox- 
ies to vote as he mght choose at all the 
meetings of corporations in which the trust 
had stock, also that he could control all 
leases the trustees might make and appoint 
a successor trustee. In Brady vs. Ham, 
which only went as far as the Circuit Court 
of Appeals (45 F. (2d) 454), it was held 
at Boston in 1930 that a settlor could re- 
serve a right to change the trust and also 
the trustee and to name other beneficiaries 
except himself without subjecting the prin- 
cipal ito a tax at his death. 

Now, did anything “take effect in posses- 
sion or enjoyment at or after death” so as 
to make a death tax due under the Act where 
a grantor in an irrevocable trust had re- 
served a life income for himself? In May vs. 
Heiner (281 U. S. 238), a woman had cre- 
ated such a trust, giving her husband all the 
income for life, then the income to herself 
for life, if she survived him, and the Supreme 
Court held in 1929 that no death tax was 
due and that it made no difference whether 
Mrs. May outlived her husband or not. 


Important Changes Affecting Death Excises 
Finally, on March 2, 1931, the Supreme 


Court, in two memoranda decisions (283 
U. S. 782-3), applied the doctrine of May vs. 
Heiner to an irrevocable trust where the 
settlor did not take the income contingently 
if some one else died, but took it himself 
in the first place, and Congress immediate- 
ly decided that irrevocability and exemption 
from estate taxes as thus refined and ex- 
tended were fast eliminating all death ex- 
cises, so the following day Congress, by joint 
resolution, amended Section 302 (c) of the 
Revenue Act of 1926 to include all transfers 
“under which the transferor has retained for 
his life or for any period not ending before 
his death (1) the possession of or enjoyment 
of, or the income from the principal or (2) 
the right to designate the persons who shall 
possess or enjoy the property or the income 
therefrom.” It is believed that this Joint 
Resolution is being construed by the taxing 
authorities to apply only to deeds executed 
after its passage, but no cases have been 
found in which it has come before the courts. 

Now this section has been further amended 
by inserting in lieu of the phrase “any pe- 
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riod not ending before his death,” these two 
phrases, “or for any period not ascertainable 
without reference to his death or for any 
period which does not in fact end before his 
death.” 

These changes are also without retroactive 
effect and as to them the report of the Ways 
and Means Committee of the House, which 
was adopted verbatim by the Finance Com- 
mittee of the Senate, states that the former 
‘is to reach, for example, a transfer where 
decedent reserved to himself semi-annual 
payments of the income of a trust which 
he had established, but with the provision 
that no part of the trust income between the 
last semi-annual payment to him and his 
death should be paid to him or his estate, 
or where he reserves the income, not neces- 
sarily for the remainder of his life, but for 
a period in the ascertainment of which the 
date of his death was a necessary element,” 
and the latter would cover “a transfer where 
decedent, 70 years old, reserves the income 
for an extended term of years and dies dur- 
ing the term, or where he is to have the 
income from and after the death of another 
person until his own death, and such other 
person predeceases him;” the report further 
adding “This is a clarifying change and 
does not represent new matter.” 


Right to Income 

The word “income” in the first clause of 
the 1931 Resolution has been changed to 
“right to the income” in order to reach a 
sase Where decedent had the right to the 
income, although he did not actually receive 
it; and in clause two of the 1931 Resolution 
the phrase “the right to designate the per- 
sons who shall possess or enjoy” has been 
amplified by inserting after the word “right” 
the words “either alone or in conjunction 
with any person,’ so as to reach a ease 
where decedent had a right, with the concur- 
rence of another person or persons, to desig- 
nate those who should possess or enjoy the 
property or the income therefrom, again 
quoting from the committee’s report, and 
these two changes are woven into Section 302 
(f) of the Act which deals with powers of 
appointment, and Section 315 (b) concern- 
ing liens and liability for this tax. 


Whether the claimed loopholes which the 
committee thinks have been closed up are so 
closed in fact, or whether other methods of 
evasion can be adopted which the courts will 
hold are not covered by the Act, time alone 
can tell. The atmosphere in which the work 

yas done and the final haste in which it was 
all rushed through by the Conference Com- 
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mittee of both houses were not conducive tc 
lucid statements of law—as we seem to have 
in the Act an increasing number of provi- 
sions that must be read through carefully 
several times in order to discover their ap- 
parent meanings. 

Conclusive Presumption As to Gifts 

The conclusive presumption of the section 
of 302 (c) of the 1926 Act, that any gifts 
within two years of death were made in con- 
templation of death, and requiring their 
value to be included in computing the value 
of a decedent’s estate subject to the gradu- 
ated death tax, after a series of decisions in 
several cases by the District Courts and the 
Circuit Courts of Appeals, was finally held 
unconstitutional by the Supreme Court on 
March 31, 1932, in the case of Heiner vs. 
Donnan (285 U. S. 312). The dissenting 
opinion of Justice Stone in that case lists in 
its notes the large number of unsuccessful 
efforts by the government to collect the taxes 
on these transfers alleged to have been made 
in contemplation of death, and his reasoning 
doubtless was one of the motives which led 
to the reenactment of the Gift Tax. 

Since 1918, a remainder interest in prop- 
erty has been taxable if it passes under a 
general power of appointment. But if the 
power is merely “special” (and a will or 
deed can be readily drawn so as to prevent 
its being a general power) the corpus is 
not subject to Federal Estate Tax. This dis- 
tinction would seem to be an important one, 
although outside of the Farmers Loan & 
Trust Company case, involving the Astor 
Trust, in the Circuit Court of Appeals at 
New York in November, 1928 (29 F. (2d) 14) 
and the Leser case in the Circuit Court of 
Appeals at Baltimore in 1931 (46 F. (2d) 
756), which last depended on a Maryland 
statute, no one seems to have litigated a spe- 
cial power of appointment as a method of 
avoiding the Federal Estate Tax. Yet a spe- 
cial power would meet all possible needs of 
nine-tenths of the persons exercising the 
power. A general power is a right to appoint 
to whomever the person exercising it pleases, 
including his own estate, but if the trust is 
irrevocable with income payable to others 
and the appointees under the power are re- 
stricted to some special group, such as the 
descendants of the person exercising it or 
even among those who would take under the 
state law if he died intestate, the power 
would not be general, but special and the 
Federal Estate Tax would be avoided and 
all reasonable contingencies provided for. 


Scope of the Gift Tax 
Now let us take up the Gift Tax, which, 
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after being in suspense since 1926, has been 
in somewhat different form reenacted into 
federal law. It does not cover completed 
gifts made before June 6, 1932, including 
absolute trusts, and the counterpart of the 
language of the right to revoke in the Estate 
Tax has been carried over into the Gift Tax 
law, as lucidly explained in the editorial in 
the July issue of this magazine. 

The Gift Tax covers all transfers of prop- 
erty by gift. The Board of Tax Appeals, in 
its opinion, in the petition of Margaret M. 
Edson in 1928 (11 B. T. A. 627), defined gifts 
as follows: “For the determination of the 
question of the validity of a gift inter vivos 
certain definite and well recognized rules 
have been formulated. Presupposing parties 
legally competent to act, there must be (1) 
a definite intention on the part of the donor 
to make an absolute gift; (2) delivery of the 
subject matter of the gift; and (3) accept- 
ance by the donee;” quoting numerous deci- 
sions and further noting that it was the in- 
tention of the donor not the intention of the 
donee, nor his hope or belief that conditions 
a valid gift, and that intent cannot be proven 
by direct or positive evidence, but was a 
question of fact, to be proven like any other 
fact by the acts, conduct and circumstances. 
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Excerpts from Senate Committee’s Report 

The Senate Committee’s report on the Gift 
Tax is too long to quote in full, but we can 
give the following excerpts from it: As to 
Section 501 “The tax applies only to gifts 
made by individuals” and taxes “gifts made 
by citizens of the United States of any prop- 
erty wherever situated.” * * * 

“The terms ‘property,’ ‘transfer,’ ‘gift,’ and 
‘indirectly’ are used in the broadest and 
most comprehensive sense; the term ‘prop- 
erty’ reaching every species of right or in- 
terest protected by law and having an ex- 
changeable value.” 

“The words ‘transfer * * * by gift’ and 
‘whether * * * direct or indirect’ are designed 
to cover and comprehend all transactions 
(subject to certain express conditions and 
limitations) whereby and to the extent (Sec. 
503) that property or a property right is 
donatively passed or conferred upon another, 
regardless of the means or the device em- 
ployed in its accomplishment.” 

Under Section 502 the committee says ‘‘The 
computation of the tax payable each year in- 
volves three operations, namely: 

“(1) A computation of the 
graduated rates on all gifts (with certain 
express exceptions) made after the enact- 
ment of this Act, including gifts made in the 
current calendar year; (2) a computation of 
the tax at the graduated rates on the gifts 
made in the prior year or years; (3) the 
subtraction of the result of the second com- 
putation from that of the first. This compu- 
tation results in a tax imposed on a cumula- 
tive basis. In short, the design is to impose 
a tax which measurably approaches the Es- 
tate Tax which would have been payable on 
the donor’s death had the gifts not been 
made and the property given had constituted 
his estate at his death. The tax will reach 
gifts not reached, for one reason or another, 
by the estate tax. * * * 

“If a gift tax is to yield a material revenue 
it is necessary that it be imposed on a cumu- 
lative basis as is the proposed tax. Since the 
Gift Tax is an adjunct of the Estate Tax 
which is not restricted to transfers made 
within a single year, an effective Gift Tax 
must give consideration, so far as the rate 
of tax is concerned, to transfers made in 
prior years. 

“The theory upon which the Gift Tax is 
based is that the rate of tax is measured 
by all gifts made after the enactment of 
the bill. This scheme is adopted in order to 
tax gifts made over a period of years at the 
same rate as if they had all been made 
within one year. For a more effective ad- 


tax at the 
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ministration and to secure prompt collection 
of the revenues, the bill provides that the 
tax shall be computed and collected annu- 
ally.” 

Under Section 505 the committee says, 
“Against gifts made by a resident donor there 
is allowed a specific exemption of $50,000, 
corresponding to the specific exemption in the 
Estate Tax law. This exemption, at the op- 
tion of the donor, may be taken all in one 
year or spread over a period of years, but 
after the $50,000 exemption has been used up 
no further exemption is allowed.” The Act 
as enacted gives the exemption to either “a 
citizen or resident.” 

And the committee has a long explanation 
of Section 801, of which we can only quote 
the first paragraph, as follows: “This sec- 


tion authorizes a credit for gift taxes against 
the Estate Tax where any property subject 
to the Gift Tax is required to be included 
in the donor’s gross estate on his death.” 


Room for Differences of Opinion 

Under this Gift Tax you cannot give any 
individual more than $55,000 in any year 
without being liable to tax, and if you gave 
one individual this $55,000 you would use up 
for the rest of your life your entire exemp- 
tion of $50,000 on the aggregate gifts. But 
you could still keep on giving to this same 
individual, without liability to tax, $5,000 a 
year as long as such individual lived. In 
other words, a man could give away a mil- 
lion dollars a year in gifts of $5,000, without 
making himself liable for any tax or using 
up his total exemption. 

This would seem to be the construction 
that the language of the Act demands. But 
like other parts of the Act, there are many 
places where there will be room for differ- 
ences of opinion that will finally have to be 
fought out in the courts. 

The above article, except this concluding 
paragraph, was typed before the appearance 
in the August issue of this magazine of Mr. 
Hope’s instructive and learned article which 
discusses several other interesting questions 
that await a final judicial decision. 


x 


The First-McKeen National Bank & Trust 
Company and the Terre Haute National Bank 
& Trust Company of Terre Haute, Ind., have 
been consolidated uncer the title of the Terre 
Haute First National Bank with capital of 
$500,000 and surplus of $500,000. 

Ohio bankers are urging amendment to the 
state laws governing deposit of public funds 
which have operated to the disadvantage of 
depository banks and trust companies. 





TRUST COMPANIES 


Trust officers will find in their 
locality memorial dealers who are 
leaders in their field, intelligent, 
helpful, understanding. These 
men will recommend Select Barre 
Granite and work with the officers 
in the selection of appropriate 
memorials. 


THE BARRE GRANITE ASSOCIATION, INC. 
Quarriers and Manufacturers, 

Barre, Vermont. 

Gentlemen: 

Please send us a copy of your booklet 
“For Perpetual Remembrance” which 
illustrates a number of beautiful Select 
Barre Granite Memorials. 


America’s Proudest Memories 


are Symbolized in.... 


*Select BARRE Granite 


Many famous family names are graven in Select 
Barre Granite. It has been chosen by well-known 
architects and designers, because of its flawless 
beauty, because it lends itself perfectly to every 
type of monument, and because it has—as far as 
any material substance can have—eternal life. 


*This word identifies Barre Granite of finest 
quality, selected and sponsored by over 
one hundred leading manufacturers and 
quarried by J. K. Pirie Estate, E.L. Smith 
& Co., Wells-Lamson Quarry Co., Inc., 
The Wetmore & Morse Granite Co. 


The 
BARRE GRANITE ASSOCIATION, Ine. 


Quarriers and Manufacturers 


BARRE, VERMONT 
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LIQUIDATING ONE OF THE LARGEST MORTGAGE 
POOLS IN CAPTIVITY 


VALUABLE LESSONS GAINED AS TO INVESTMENT OF TRUST 
FUNDS IN MORTGAGES 


EARL A. MORTON 
Vice-President Commonwealth Trust Company of Pittsburgh, Pa. 


(Epiror’s Norte: 


Mortgages held in trust accounts are perhaps the most fertile in 


providing trust officers with perplexing problems. In better times the plan of investing trust 
funds, especially of small estates, in pooled mortgages permitting participations and diversifi- 
cation, acquired increasing favor and where carefully managed such pools have stood the 
tests fairly. Mr. Morton in his paper before the recent meeting of the Trust Company Section 
of the Pennsylvania Bankers Association presents most interesting experiences in handling 
the largest mortgage pool ever subjected to receivership and liquidation iu Pennsylqania. 
No trust officer concerned with mortgage problems can afford to miss the practical points 


brought out by Mr. Morton.) 


XPERIENCES encountered and lessons 
taught by liquidating the largest mort- 
pool of a closed institution in 
Pennsylvania may yield interest and assist- 
ance to those who are actively engaged in the 
operation of mortgage pools in connection 
with investment of trust funds. This mort- 
gage pool was tied up with the trust funds 
held by the old Bank of Pittsburgh, National 
Association at the time of closing its doors in 
September, 1931. Trust officials wondered 
what effect the closing of this trust depart- 
ment would have on trust business generally. 
We were particularly concerned about the 
mortgage pool, which amounted to more than 
$5,000,000. 

We folks in Pittsburgh had practically all 
emphasized the advantages of pooling mort- 
gages, and through years of a firm real estate 
market, had perhaps been lulled into a false 
sense of security. We were all engaged in 
the upbuilding of our departments, and per- 
haps were not giving proper attention to ade- 
quate compensation, to proper terms of with- 
drawal, or the class of people whom we were 
placing under the wings of our capital and 
surplus. The fact that a federal officer had 
assumed possession of the Bank of Pittsburgh 
mortgage pool, caused us all to study the 
structure of our own pools, our own mort- 
gages, and our own contracts, 


gage 


Pool Mortgages Assigned to Successor 
Trustee 
Several efforts were made to have the 
mortgage pool taken over in its entirety by 


two or three institutions who would assume 
responsibility for the absolute security of all 
participants. These attempts met with fail- 
ure and a final effort was made to have the 
mortgage pool taken over by an institution 
which understood the handling of mortgages 
and the handling of a pool. Several institu- 
tions were approached by a committee repre- 
senting the participants, and it was the good 
fortune of the Commonwealth Trust Company 
of Pittsburgh, to be selected by the commit- 
tee, with the approval of the Orphans’ Court 
to take over all the mortgages as successor 
trustee and to generally manage the pool un- 
til its eventual liquidation. 

I believe the order of court signed by Hon- 
orable Thomas Trimble, President Judge of 
the Orphans’ Court, naming the successor 
trustee, was the first of its kind ever made in 
Pennsylvania, and the order was made 
promptly by a Judge who understood the 
real situation. The fact that the federal au- 
thorities cheerfully acquiesced in the Or- 
phans’ Court assuming jurisdiction of the 
pool mortgages, is indeed a credit to the wis- 
dom and broad mindedness of all those in any 
manner having to do with the situation. Had 
the federal receiver been jealous of his juris- 
diction, or the Judge been at all vacillating, 
it is almost impossible to say what would 
have been the effect, not only on pool partiei- 
pants, or trust activities, but also upon the 
mortgagors. 

It is noteworthy that delay in handling a 
similar situation elsewhere’ in Pennsylvania 
has demoralized the mortgagors to the extent 
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that they pay their interest and taxes, and 
take care of their insurance, in just such 
manner as their own conscience may dictate. 
Jurisdiction having been assumed by a state 
court, and a successor trustee appointed, the 
mortgages constituting the pool were as- 
signed of record, carefully earmarked, and 
a separate set of books opened. The separa- 


tion from our own activities being so com- 
plete and distinct that a series of successor 
trustees might be appointed without affecting 
in any particular the interests of the partici- 
pants. 


Interest Obligations Met Promptly 


The average size of the mortgages in the 
pool was about $12,000, and in point of time 
ranging from overdue mortgages to mort- 
gages due in from three to four years. In- 
terest has been paid to the participants quar- 
terly, at the rate of 5 per cent per annum, 
and at the present time we see no reason why 
this should not continue. The Pennsylvania 
state tax of four mills is paid by participants. 

Due to the very unusual situation in the 
real estate and mortgage market, we have 
been unable to liquidate as rapidly as we ex- 
pected, but have paid 4 per cent of the prin- 
cipal to the participants. In handling the 
pool there is no need to set up a reserve for 
delinquencies, since we only pay to the par- 
ticipants what the pool earns. The expense 
of foreclosure, and of carrying real estate, is 

arried either by the corpus or income ac- 
counts, depending upon the character of each 
item. Should real estate be sold at a profit, 
the profit belongs to the participants and they 
must likewise bear the loss. 

We have pursued a liberal policy in the col- 
lection of principal, as new mortgage money 
in Pittsburgh commands a very high pre- 
mium. The committee representing the par- 
ticipants, with whom we hold seasonal meet- 
ings, and the Orphans’ Court, joins with us 
in the thought that we should cause as little 
distress as possible in these trying times. We 
will not extend any mortgage, but if neces- 
sary, we will carry the same as an open ac- 
count so as to be able to enforce payment as 
soon as conditions warrant. Many folks, by 
reason of unemployment and market losses, 
are discouraged and we have deemed it ad- 
visable to bring over from the personnel of 
the Bank of Pittsburgh, an officer who knew 
practically every mortgagor. It has been the 
duty of this officer to go out in the field in 
an endeavor to encourage and teach the dis- 
consolate mortgagor how to set up a budget 
and save his property. His duties likewise 
are to ascertain whether or not the mort- 
gagor is attempting to default in the payment 
of taxes, interest and principal, with the 
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same racketlike procedure as prevails with 
many of our chain organizations. Before we 
earry an overdue mortgage, a new appraise- 
ment is made and the mortgage is placed on 
a monthly, quarterly, or semi-annual reduc- 
tion basis. 


Experience with Mortgages and Pool 
Participants 


Our experience both with mortgagors and 
pool participants have been interesting and 
on the whole pleasant. The average mort- 
gagor not being schooled in the niceties of 
legal terms felt that his mortgage became 
due and payable immediately and it was a 
distinct relief to find the situation otherwise. 
The mortgagor whose mortgage was overdue 
expected immediate foreclosure, but when he 
found that it was possible to reduce his mort- 
gage and have some additional time he too 
was very happy. A certain class of mort- 
gagors more experienced from long dealing, 
offered to permit us to take the income from 
the property if we would be satisfied, others 
offered to deed the property to us in exchange 
for the satisfied mortgage and the cancella- 
tion of the bond. We refused all such offers, 
and in several instances caused the mort- 
gagors to change their minds by placing the 
bond on record, A bond which accompanies 
a mortgage oftentimes proves to be a most 
formidable instrument for the collector. 

In instances where the mortgage property 
was not occupied by the owner and the owner 
became delinquent or careless, we forthwith 
took over control of the property as mortga- 
gee in possession, and the income in its en- 
tirety was turned over to the benefit of the 
pool. In this connection, I might state, that 
the taking over of property as mortgagee in 
possession and appropriating the income, 
raises many delicate legal questions, such as, 
the breaking of a lease, the question of ordi- 
nary and extraordinary repairs, liability in- 
surance and reduced rentals, but as a prac- 
tical matter it has been our experience that 
these legal niceties do not present any real 
problem. 

During the three months or more that the 
mortgage pool remained in the custody of the 
federal receiver, much uncertainty existed in 
the minds of both mortgagors and pool par- 
ticipants, due to the fact that the officers in 
charge were not fully acquainted with the 
many problems an active trust department 
presents and of necessity devoted most of 
their time to their main work, liquidation of 
assets. 

Since our appointment, our experience with 
participants in the pool has been exceedingly 
pleasant. Most of the contacts with these 
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Crocker First Federal Trust Company 
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Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 





participants were made over the desk of this 
writer and I know of only one participant 
who felt that her money was entirely lost. 
She had little business experience and on the 
death of her husband, had placed the pro- 
ceeds of his insurance policies in the pool. 
When she better understood the situation, 
she established a new trust with us and is 
now living happily in Hollywood enjoying a 
dD per cent income. An elderly gentleman 
ealls regularly every three or four weeks and 
discusses his trust in detail. He is a bache- 
lor of about seventy years with no close rela- 
tives and I think his call is actuated from 
a sense of companionship, rather than from 
a sense of fear. 

It really is a very wonderful commendation 
of the trust idea that fear has been so little 
expressed. Most participants recognize that 
no matter what they might have bought in 
the good days of the “New Era” would today 
have suffered far greater shrinkage than is 
conceivable in this pool. 


Questions as to Successor Trusteeship 

Another interesting and very unusual fea- 
ture is the fact that the banking department 
of the Bank of Pittsburgh had a participa- 
tion of substantially $300,000 in the pool. 
The thought was suggested that this partici- 
pation should not inure to the benefit of the 
banking department until all pool partici- 
pants had been paid in full. The federal re- 
ceiver agreed that this matter should be 
liquidated and such proceedings are now 
pending. If the position of the successor 
trustee is correct, we then have a pad of 
about $300,000 to absorb any shrinkage be- 
fore taking a dollar from the participants. 

The interest paid on account and principal 
disbursed on this fund are impounded by the 
trustee awaiting final decision. An interest- 
ing query suggests itself at this point, name- 
ly: If pool participants are not paid in full, 
do they have a general claim against the as- 





sets of a closed bank and does this general 
claim stand on a parity with the claims of 
depositors? 

I might clarify some thoughts which may 
have suggested themselves. In becoming suc- 
cessor trustee to the mortgages, we did not 
by that court order become successor trustee 
or guardian for any of the trusts. The nam- 
ing of new fiduciaries was by separate con- 
tract or separate court order, and while we 
succeeded in office in many cases other lucra- 
tive business went elsewhere. 

In the ease of several smaller institutions 
in Pennsylvania, the courts have made a 
blanket order naming the successor trustee 
of the pool mortgages as successor fiduciaries 
for the participants. This procedure facili- 
tates the prompt and easy handling of the 
trusts in what otherwise would be a period 
of uncertainty. Those who are opposed to 
the fiduciary named, simply go into court and 
have a new fiduciary appointed. This en- 
tails no more expense and effort than had the 
final fiduciary been appointed in the first in- 
stance. At the present time some few have 
not named nor had appointed any new fidu- 
ciary and as a result the receiver of the Bank 
of Pittsburgh still continues to function, 
much to his chagrin and disgust. 


Enumerating Some of the Lessons 

So far the subject matter has been mainly 
historical, and it would not be proper to 
conclude without mentioning some of the les- 
sons which might be learned, which I will 
enumerate as follows: 

First: My associates and myself are of the 
firm opinion that no mortgage should be 
placed without a thorough inquiry as to how 
the mortgagor expects to pay off the same. 
If he expects to refinance at the end of the 
term by securing a new loan in the same, or 
greater amount, I do not think we should 
touch it. We are further of the opinion that 
mortgages should be small and reducing— 
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whether the reducing feature is fixed on a 
monthly, quarterly or semi-annual basis. 

Second: Trust departments and their of- 
ficers should not be made the good-fellows to 
carry mortgages placed, in the hope of secur- 
ing bank deposits; nor as a catch-all for the 
banking department. Oftentimes there is a 
temptation to pay off a poor loan in the 
banking department by the trust department 
being asked to take a mortgage from a bor- 
rower who has demonstrated his inability to 
make payments on his loan. The mortgage 
may be well secured but the procedurs is 
fraught with danger. 

Third: Friendship should enter as little 
as possible into the granting of a mortgage 
loan. There usually comes a time when we 
must be hard-boiled, and we either sacrifice 
the interests of our institution 
friendship. 

Fourth: Mortgage loans sponsored by bro- 
kers should be very carefully scrutinized. 
From the nature of his calling the broker has 
something to sell, and he may dress up a 
proposition in such a manner as to overinflu- 
ence the most conservative. The mortgage 
broker is securing a commission, and if your 
mortgage department is in the habit of split- 
ting commissions, the judgment of its execu- 
tives may be swayed. I do not state, how- 
ever, that commissions should not be re- 
ceived, but extra care should be taken. 

Fifth: The moral risk should be carefully 
considered. The man who has the reputa- 
tion of seeing things through seldom proves 
to be an interest or principal defaulter. Spec- 
ulative builders and their mortgage offerings 
should be given the most minute attention. 


or lose a 


Care in Making Appraisements 


Sirth: Extreme care should be taken in 
making appraisements, having in view the 
improvements, the type of occupancy and the 
neighborhood. Single use buildings, with the 
exception of small stores, homes and du- 
plexes, should be carefully scrutinized, and 
in most instances refused, Avoid garages; 
avoid $5,000 mortgages in $2,500 neighbor- 
hoods: avoid taking mortgages in communi- 
ties very distance from your own institution, 
and in communities which are supported by 
but one industry, unless the mortgages are 
very small and placed on a large reducing 
basis. Above all, avoid taking a first mort- 
gage when you know it will at once be fol- 
lowed by a second mortgage, unless the sec- 
ond mortgage is substantial in amount and 
is held by a man or institution of means. The 
tendency is for the second mortgagee to 
squeeze the mortgagor to the detriment of 
the property and the debtor’s morale. if 
mortgages are taken in distant communities 
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they should be owned by large institutions 
which have had adequate experience in the 
proper care thereof. 

Seventh: Tax receipts should be produced 
regularly and promptly. If allowed to ac- 
cumulate you will soon have an “Old Man 
of the Sea” on your back at the sheriff’s sale. 


Meritorious and Vulnerable Aspects of the 
Mortgage Pooi 

In concluding, we may now discuss an ex- 
tremely valuable lesson, and one of the most 
vulnerable aspects of the mortgage pool. 

1. Particular care should be taken in the 
operation of the revocable or contract agree- 
ments. This agency accounts. Too 
many agreements create nothing more or less 
than 5 per cent or 5.32 per cent demand ac- 
counts, and no trust department which prides 
itself on its conservatism should endure long- 
er than possible the existence of such agree- 
ments, and positively no new business should 
be taken on that basis. 


covers 


These agreements may be divided into two 
classes—the first covering engagements where 
payment must be made in cash. If your in- 
stitution writes such agreements the time of 
notice should be adequate to give you proper 
opportunity, even in the most difficult times, 
to liquidate; and the compensation for such 
service should be much in excess of 5 per cent 
of the income, It has been suggested that a 
part of this extra compensation should be 
retained, to take care of delinquencies. It 
would also provide a fund to render unnec- 
essary any assistance from the Banking De- 
partment. 

The second class covers agreements which 
provide for the payment of a part in cash 
and the delivery of a mortgage or a mortgage 
participation certificate. The time of with- 
drawal or closing should likewise be ample 
for liquidation, but the compensation need 
not be as large as in the former class. A stipu- 
lation might be included in the participation 
certificate delivered providing for its liquida- 
tion over a period mutually agreed upon. 

2. The second lesson learned convinces us 
of the advisability of operating mortgage 
pools. Such pools diversify the risk, particu- 
larly where the estate is small. From a 
bookkeeping standpoint the handling of mort- 
gage investments is made easier, and in case 
of a mortgage foreclosure, the participants 
suffer a slight loss of income instead of a 
complete loss of income, and perhaps a re- 
quest from the trustee for a contribution to 
help carry tthe foreclosed property in case 
the participation is not a single mortgage. 
The fact that you operate a pool does not 
mean that a large estate should not have 
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some mortgages as a part of its diversified 
investments. 


Various Types of Pools Recommended 

3. From our experience we believe there 
should be two, or perhaps three pools: 

(a) Court Pools. In this type of pool the 
earnings are the actual earnings. ‘The par- 
ticipation certificate is a legal trust invest- 
ment, and if the mortgages in that pool are 
carefully selected there is no reason for the 
banking department being called upon to pur- 
chase an undue amount of participations, 
such purchases being made as a voluntary 
act and as a courtesy to participants in need 
of ready cash, I appreciate that many prob- 
lems arise where a participant in a court 
pool is entitled to his furcds and the court 
pool has acquired ownership of foreclosea 
properties still unsold. The usual procedure 
is to pay the participant leaving the pooi as 
much cash as is represented by the liquidity 
of the pool, and a mortgage participation giv- 
en for the balance. I understand the Or- 
phans’ Courts of Pennsylvania have recog- 
nized the legality of a pool participation, and 
have awarded them in distribution. 

(b) The Irrevocable Contract Pool which 
may include insurance trusts. What has been 
said with respect to the court pool applies 
with equal force to this type, both with re- 
spect to earnings and the paying out on ter- 
mination. This second classification might be 
included in court pools, but it is believed bet- 
ter practice to keep the investments of which 
the Orphans’ Court or court pool has juris- 
diction segregated from all others. 

(c) The Revocable Contract Pool, or Agen- 
cy pool. This pool, as hereinbefore stated, 
is fraught with danger. In its operation the 
first requirement is to ascertain the type of 
person with whom you make the contract. If 
he is a business man capable of making his 
own investment, come to a fair understanding 
with him. In all likelihood he is counting 
on your safety and stability to give him high- 
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er earnings than governmentals or munici- 
pals, until such a time as he sees what he 
considers a real investment bargain. If you 
have agreed to pay him in cash with inade- 
quate notice, as is provided in many agree- 
ments coming to the writer’s notice, the very 
sight of him will make you think of the 
sword that hung over the head of Damocles. 

On the other hand, you will be readily able 
to judge the man or woman who needs the 
protection of conservative investment, and 
relies on the stability and integrity of your 
department to handle a permanent invest- 
ment. When such a person enters the con- 
tract it is one that usually sticks, and the 
funds are liable to grow rather than be di- 
minished, The in and out participant may 
cause undue hardship to mortgagors by rea- 
son of forced and hurried liquidation. It 
should be made difficult for the business man 
to get into this pool, and you should safe- 
guard yourself in every manner, both with 
respect to time of termination of the agree- 
ment and the character of payment to be 
made. There is no reason for the trust de- 
partment competing with the savings depart- 
ment and giving a larger return with a higher 
degree of safety. 

It is the feeling of many of us that all 
three classes of pools should in some manner 
or other build up a surplus distinct from 
the surplus of our institution. Some insti- 
tutions have created a guarantee corporation, 
and a portion of the guarantee fee, which is 
usually % per cent annually, goes into a 
surplus to take care of losses. Other cor- 
porations use a part of their income and 
thus build up a reserve. The participant 
who is protected by such a fund, as well as 
by the financial integrity of your institution, 
should be, and I think will be glad to pay 
for the extra service and security. Contracts 
to repay all in cash on notice should return 
a yield very much above that of the court 
contract. 
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CANADIAN GUARANTEED INVESTMENT 
CERTIFICATES 

An enviable record stands back of guar- 
anteed investment certificates issued by trust 
companies in Canada. No default has ever 
occured, and investors therein have at all 
times received prompt payment of both in- 
terest and principal as they respectively 
became due. In times of depression, such as 
those through which we are now passing. 
these facts are accentuated, and speak well 
fcr the conservative management of Can- 
adian trust companies. Restrictions placed 
upon Canadian trust companies not only by 
their respective provinces, but as well by 
the Government of the whole Dominion of 
Canada, further emphasize the protection 
and absolute security afforded investors 


whose funds are placed in trust certificates 
of Canadian trust companies. 


The companies must at all times keep 
guaranteed trust funds entirely separate 
from their own funds or the funds of any 
estates which they may be handling. These 
funds are only allowed ‘to be invested in 
securities which according to statuatory reg- 
ulations, are recognized by the Government 
as being suitable mediums for the invest- 
ment of trust funds, and in Canada such 
statuatory regulations are quite restrictive. 
These restrictions are enforced by the Goy- 
ernment through the requirement of the 
filing of periodical sworn returns to the 
Government as well as by inspection of 
records and accounts by Government repre- 
sentatives. 


Funds invested in Canadian trust com- 
panies’ guaranteed trust certificates are ac- 
cordingly not only secured by all the se- 
curities in which such funds have been in- 
vested, but in addition by the company’s 
paid-up capital and reserve. In view of the 
absolute security afforded investors in these 
certificates, they constitute by authority of 
Canadian Governments, a legal investment 
for trust funds. 


It may be of interest to know what rate 
of interest is allowed, and for what term of 
years trust companies in Canada issue these 
certificates. At present they are obtainable 
in Canadian funds for periods of from two to 
five years, and are being issued to pay 5% 
per cent per annum, payable half-yearly in 
Canadian funds. It may be arranged if 
desired, that interest be allowed to accumu- 
late, and further, when the principal matures, 
a renewal may be arranged at the rate of 
interest then being allowed on guaranteed 
investment certificates. 
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RIGHTS TO SUBSCRIBE RULED NOT 
INCOME 

The Federal board of tax appeals has ren- 
dered a decision of interest to banks and 
trust companies affecting subscription rights 
as taxable income. The ruling was based 
upon whether with the establishment of a 
market value for subscription rights consti- 
tutes taxable income. It will be recalled that 
in 1929 American Telephone & Telegraph 
Company and Missouri Pacific Railroad Com- 
pany, among several others, issued rights to 
subscribe to convertible bonds of the issuing 
company. The income tax department uni- 
formly held the value of those rights to be 
income. The board, however, has now just 
declared that they are not income, but in- 
stead are to be treated in the same way as 
stock rights. As a result, many taxpayers 
will probably become entitled to income tax 
refunds for 1929. 


CANADA PERMANENT TRUST COMPANY 

With a corporate existence of only 18 
years the Canada Permanent Trust Company 
is today one of the important factors in the 
fiduciary protection of Canadian wealth, with 
estates, trusts and agencies of $28,521,453 
under administration and capital funds of 
$1,473,663 as of December 31, 1931. This is 
an increase of assets during the year of over 
four and a half millions. 

The roots of the Canada Permanent organi- 
zation are found in the organization of the 
Canada Permanent Mortgage Corporation in 
1855, twelve years before the Confederation 
of Canada, which has since that time played 
an important part in the development of 
farm lands and the building and ownership 
of homes. Incorporation of the trust com- 
pany in 1913, with paid-in capital of one 
million, gave broad powers to act in all 
fiduciary capacities and the Canada Perma- 
nent Trust Company now maintains, beside 
its head office in Toronto, branch offices in 
Winnipeg, Vancouver, Halifax, St. Johns, Ed- 
monton, Regina, Woodstock and Brantford, 
to provide a nation-wide trust service. W. G. 
Gooderham is president, George H. Smith is 
first vice-president and manager, and Col. 
A. E. Gooderham, second vice-president. 


On the recent occasion of the centennial 
celebration of Wabash College at Crawfords- 
ville, Ind., a feature was the appearance of 
Carroll Ragan of New York, former presi- 
dent of the Financial Advertisers Associa- 
tion, as director of the orchestra, which ren- 
dered college songs composed by Mr. Ragan. 





GOVERNMENT EXTRAVAGANCE AND GROSS 
INEQUALITIES OF INCOME TAXATION 


DEMAND FOR ORGANIZED EFFORT TO CORRECT ABUSES 


WILLIAM LESLIE, C.P.A. 
Member of Leslie, Banks & Co., Public Accountants 


(Epiror’s Note: The tremendous burden placed upon American taxpayers by mount- 
ing federal, state and local taxation, in the face of impaired or declining income, has reached 
a point demanding concerted action. The issue is one which transcends partisanship conflict 
and because of the apathy of legislative bodies, renders timely the following plea for organized 
effort on the part of tarpayers. Mr. Leslie presents some striking examples of the inequalities 
of the present system of taxation.) 


OVERNMENTAL expenditures have 
now reached the stage where the pub- 
lic is becoming concerned, though leg- 

islators are apathetic to this, some even bent 
upon still further extension. It is recognized 
that as population increases so must govern- 
mental expenditures, within reasonable pro- 
portions and according to economic law, but 
during recent years the increase of expendi- 
ture has been disproportionately large. Surely 
the time is at hand when these expenditures 
must be cut to the limits of moderation. 

Extravagance must end, and only by or- 
ganization of the taxpayers can this be ef- 
fectively brought home to the minds of the 
legislators. Unless governmental expendi- 
tures are drastically cut the tax problem will 
remain one of distribution of the burden 
among the various types of taxpayers, rather 
than that of reducing the burden. In other 
words, if the burden is merely shifted from 
one group to another, it benefits one at the 
expense of the other, but if expenditures are 
cut, within the bounds of necessity, less taxes 
are needed and every group of taxpayers is 
benefited. This does not mean that the prob- 
lem of distribution of taxes does not require 
careful consideration, but concentration only 
on this, as in the past, affords no relief to 
the taxpayers as a group. 


Extravagance in Government Expenditure 

Governments must always cope with grow- 
ing expenses, primarily caused by public de- 
mand for ever-increasing service, the cost of 
which is seldom considered. There is, too, the 
demand for increased salaries on the part of 
government employees, the tendency for the 
creation of new departments, pressure of 


those who furnish supplies or services, un- 
businesslike administration, duplication of 
work and overlapping of functions of depart- 
ments, and the ever-increasing tendency of 
the government to enter and compete with 
the citizen in business. These are some of 
the causes of extravagance that have to be 
stopped if our taxes are to be reduced. 

The mounting cost of government is ob- 
scured from the taxpayers by the simple ex- 
pedients of governmental borrowing—‘pass- 
ing the buck” to our children—and through 
indirect taxation. Borrowing is easy, for it 
affords an income to the purchaser of tax- 
exempt bonds who thereby escapes liability 
for a portion of his income tax. Indirect 
taxation blinds the average person because 
the tax is included in the cost of commodi- 
ties and passes to him unnoticed and as a 
matter of course. 

Our federal, state and local governments 
are spending at the rate of some $14,000,000,- 
000 a year, which is 20 per cent of our na- 
tional income; and when our income is re- 
duced, as it is today on account of prevailing 
conditions, this percentage is substantially 
larger. Yet the person who does not pay a 
real estate tax or an income tax, but who 
nevertheless pays taxes indirectly, hardly 
ever is aware of the fact that taxes are paid 
by him in higher rents and in increased 
prices for the necessities of his daily life. 
It is evident that if governmental needs for 
revenue were reduced, and consequently taxa- 
tion reduced accordingly, each citizen would 
benefit. 

Certain taxes cannot be kept behind the 
veil of obscurity—the taxes paid by the 
farmer on his land and the householder on 
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his home, and the taxes that the salaried 
man, business man and investor pay on their 
incomes. These are too evident to be over- 
looked by them, especially when the taxes 
are on an ascending scale while the income 
from which these taxes are paid is on a 
descending trend. Taxes are of course neces- 
sary in order for a government to function, 
but only enough should be raised for the 
government to function economically. 


Inequalities in Distribution of Taxes 


Illustrations of the inequalities in the dis- 
tribution of taxes are particularly common in 
the income tax law, although similar ine- 
qualities could be shown in almost every 
other tax law. The man with the large in- 
come pays indirect taxes, but in addition he 
directly pays a heavy income tax to the Fed- 
eral Government, and if he earns income in 
a state having an income tax law he also 
pays to the state. The appended chart shows 
how steeply income taxes mount, to the point 
where the taxpayer is allowed to retain less 
than 40 per cent of his income. 

The federal income tax for various in- 
comes is given below, and is shown with 
greater clearness in the chart. 

Percentage of Income 
To Fed’l Gov’t To Taxpayer 
98.6 
95.8 
90.2 
$2.9 
70.0 
56.7 
49.1 


Federal 
Income Tax 

$68 1.4 

416 4,2 
2,456 9.8 

50,000 8,536 pe ee 
100,000 30,036 30.0 
200,000 86,536 3.3 
203,536 50.9 
571,036 57.1 42.9 
1,201,036 60.0 40.0 

To illustrate some of the inequalities un- 
der the federal income tax, let us take a 
number of individuals with the same _ in- 
comes, say $100,000. As shown above, a man 
with this income pays $30,036 in federal in- 
come taxes. Normally this is so, but there 
are many with this amount of income who 
pay more or less than this tax. For example, 
if half the income is derived from tax-exempt 
securities, only $8,536 is paid. On the other 
hand, it must be noted that in such event 
the taxpayer, because of his investment in 
exempt securities, is deprived of part of the 
interest that he might have obtained if his 
investment had been in corporation bonds, 
bearing a higher rate of interest. 

If a taxpayer with $100,000 income earns 
half of it in a corporation which does not 
distribute its earnings but uses them to fur- 
ther develop the business, only $15,411 tax 
is paid, consisting of the individual tax of 
$8,536 on the $50,000 he earns individually, 


Net Income 
$5,000 
10,000 
25,000 
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and the corporation tax of $6,875 on the 
$50,000 earned by the corporation. The tax 
saving, however, is offset by the fact that 
when the corporation pays out its income in 
dividends the stockholder will be obliged to 
pay the surtax thereon (the law practically 
forces such distributions in certain cases), 
and this further illustrates the abnormality 
in tax on the same amount of income. 


Corrective Legislation Necessary 

Let us take another taxpayer with $100,000 
income. There is a restriction in the federal 
law on the deduction of losses on sales of 
securities held for less than two years. The 
man with a net income of $200,000 who has 
lost half of it by sales of securities, so that 
$100,000 net income is left, pays $86,536 tax 
out of this $100,000. Even if his loss was 
on sales of securities held over two years, 
which loss is allowable, he would benefit by 
a reduction of only 12% per cent of this 
loss and he would still have to pay $74,036. 

These illustrations demonstrating the in- 
equalities in the federal income tax might 
be greatly amplified, but enough are given to 
show the unequal distribution. Here are five 
taxpayers each with a net income of $100,000 
paying widely varying amounts of tax, one 
pays $30,036, the second $8,536, the third 
$15,411, the fourth $86,536 and the fifth 
$74,036. In spite of years of tax legislation, 
such inequalities are never fully corrected. 
It is only the continual conflict between tax 
gatherer and taxpayer that results in any 
corrective legislation at all. As I have indi- 
cated, one remedy for the tax problem is to 
have permanent non-partisan bodies to guide 
the legislators in voting their expenditures 
and in enacting tax legislation that distrib- 
utes the tax equitably. 

go de & 
THE TESTIMONY OF EXPERIENCE 

A clear note of confidence is sounded in 
one of the trust pamphlets written by the 
Springfield Safe Deposit & Trust Company 
of Springfield, Mass., bearing the title “The 
Testimony of Many Years’ Experience,” is- 
sued in connection with a booklet on the 
living trust. The message begins “That which 
has withstood the storms of many years 
becomes dependable. We can trust what has 
been tried and proved.” The reader is re- 
minded that since its inception in 1885 the 
trust company has been through several de- 
pressions, emerging from each with renewed 
strength and enhanced reputation for pru- 
dence and fidelity. The trust department is 
featured as the oldest in Springfield and with 
the largest amount of trusts under adminis- 
tration in Massachusetts outside of Boston, 
amounting to nearly fifty millions. 
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BANKS AND TRUST COMPANIES OF MASSACHUSETTS 
ADOPT NEW CODE OF RULES FOR CONDUCT 
OF TRUST BUSINESS 


URTHER evidence of amicable compro- 
mise of differences between trust com- 
panies and members of the legal profes- 

sion as to “unlawful practice of the law” is 
forthcoming from Massachusetts. A revised 
“Code of Rules for the Conduct of Trust 
3usiness by Massachusetts Banks and Trust 
Companies” was drawn up and adopted at 
recent conferences initiated by the Corporate 
Fiduciaries Association of Boston. This code 
has been adopted by the Bar Association of 
the city of Boston in behalf of the legal pro- 
fession. All trust companies and banks in 
30ston and in Massachusetts actively en- 
gaged in trust business are called upon to 
observe the new code which has been adopted 
also by the Corporate Fiduciaries Association 
of Boston, the Massachusetts Trust Company 
Association and the Massachusetts National 
Bank Associa'tion. The code is the result 
of numerous conferences between committees 
representing the corporate fiduciaries and the 
Bar Association of Boston. 

Following are the principles embodied in 
the newly adopted code of rules which Massa- 
chusetts banks and trust companies with 
trust departments are called upon to ob- 
serve, including national banks: 


Code of Rules, for the Conduct of Trust 
Business by Massachusetts Corporate 
Fiduciaries 
“1, A bank should not in its advertising or 
soliciting make any inaccurate, misleading, 
or unfair statements or hold itself out as 
prepared to give legal advice or practice law. 
Each bank should designate an officer to read 
all trust advertising prior to publication and 
to take the responsibility of seeing that it 
observes the above principles and contains 
no disparagement of the services or the 
character or qualifications of others. In no 
event should a bank seek to displace another 
fiduciary already appointed by the Probate 

Court or acting under a living trust. 

“2. The relationship of a bank to the cus 
tomers of its trust department requires the 
constant safeguarding of the customers’ in- 
terest. When a customer discusses with a 


bank the preparation of a will or trust deed 
under which the bank is to be named in a 
fiduciary capacity, the customer should al- 
ways be advised to employ his own lawyer. 
In no event should a bank draw wills, codi- 
cils or irrevocable trust instruments, or do 
anything which amounts to practicing law. 

“3. A customer should have full opportu- 
nity to consult with the lawyer who prepares 
his will or trust instrument without any offi- 
cer or employee of the bank being present. 
The relationship between lawyer and client 
is particularly confidential in such cases and 
the opportunity for private consultation be- 
tween them should be insisted upon. 

“4. The lawyer, on the other hand, should 
suggest to the client the desirability of giv- 
ing the bank an opportunity to examine the 
draft of any will or trust instrument under 
which it is to be appointed in a fiduciary 
sapacity and to make suggestions in regard 
to it to the lawyer or his client. 

“5. In the presentation for probate of a 
will under which a bank is to act as fidu- 
ciary, a lawyer outside of the bank’s own 
personnel should be employed; and such a 
lawyer should likewise be employed to han- 
dle all matters in the Probate Court relating 
to the estate, which, according to common 
understanding, can fairly be said to consti- 
tute legal work. It is not believed possible 
to lay down a hard and fast classification, 
but it is believed that the probate of a will, 
the appointment of an administrator, trustee, 
conservator, guardian or other fiduciary, the 
allowance of contested accounts, the bring: 
ing of petitions for instructions, and the con- 
duct of litigation all constitute the practice 
of law, and require under ordinary circum- 
stances the employment of a lawyer. On the 
other hand, the preparation and filing of in- 
come, inheritance or estate tax returns or of 
inventories and accounts would not seem 
under ordinary circumstances to require the 
intervention of a lawyer. 

“6. The above classification is not intended 
to be complete or final, nor is it put forward 
as completely decisive of every case. Minor 
exceptions may have to be made under spe- 
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cial circumstances, but every bank should so 
conduct its business that it cannot justly 
be said that it is practicing law, and ‘the fore- 
going items are specifically set forth because, 
as to them, it is believed that in the ordi- 
nary case there can be no fair difference of 
opinion. 

“7, A bank must exercise its own judgment 
in the ordinary case as to 'the merit of claims 
presented against an estate, but in any case 
of doubt it is highly desirable that a lawyer 
be consulted. 

“S. In the selection of a lawyer to repre- 
sent a bank with regard to any particular 
estate it should be the practice to employ the 
one who drew the will or the trust instru- 
ment, provided the bank believes him to be 
competent to handle the business and rea- 
sonable in his charges, and the fact of his 
selection by the testator or 'the donor should 
be prima facie evidence that he is competent. 


“9, A Conference Committee of six is to be 
appointed annually in October to serve for 
one year, three being designated by the bank 
associations and ‘three by the president of the 
Bar Association of the city of Boston. This 
committee will hear complaints and consider 
questions presented by members of the Bar, 
banks or other interested parties, and will 





take such steps in regard to them as may 
seem desirable.” 

The members of ‘the Conference Committee 
appointed to represent the Bar Association 
and Fiduciaries Associations consist of the 
following members: Stoughton Bell, chair- 
man, Robert G. Dodge and Robert Homans, 
designated by the Bar Association of the 
city of Boston; Frederick A. Carroll, desig- 
nated by the Massachusetts National Bank 
Association; Leon M. Little, designated by 
the Massachusetts Trust Company Associa- 
tion; Oliver Wolcott, designated by the Cor- 
porate Fiduciaries Association of Boston; 
and Matthew Cushing, secretary. 


Albert H. Dudley has been elected presi- 
dent of both the Title Guarantee & Trust 
Company and Mortgage Guarantee Company 
of Baltimore, Md. succeeding Albert G. Tow- 
ers, who has been made chairman of the 


boards of both institutions. 


The Cuyahoga County Court of Appeals 
in Cleveland has rendered a decision to the 
effect that the furnishing of an opinion as 
to the validity of a land title, as distin- 
guished from the furnishing of an abstract 
of the title, is the performance of a legal 
service, and can be done only by a person 
who has been duly admitted to the Bar. 





STRONGEST APPEAL FOR CREATION OF LIVING TRUST 


CONSERVATION OF PRESENTLY OWNED INVESTMENT VALUES 


W. O. HEATH 
Assistant Secretary, Harris Trust and Savings Bank, Chicago, IIl. 


(Epiror’s Norte: 


What does actual experience in trust departments during the past 


year or two determine as to the most potent or frequently appearing motives for the creation 
of living trusts, either revocable or irrevocable. The wise trust officer and development man 


is also a diagnostician. 


In endeavoring to answer the question as to the strongest appeal 


to a person of means in creating a living trust, Mr. Heath has consulted his own experience 
as well as of others in the trust department of the company with which he is associated.) 


HAT is the strongest appeal to a 

person of means for creating a liv- 

ing trust? What are the strongest 
contributing factors? What factors prevent 
the selling of living trusts to persons of 
means? Can these factors be overcome and 
if so how? In endeavoring to find the an- 
swers to the first two questions I have 
looked back over my own experiences and 
those of the other men in my department 
during the past eighteen months in the ac- 
tual development of living trust business 
with people of means. From my own ex- 
periences, particularly the more recent ones, 
I have come to the conclusion that the 
strongest appeal, today, is the conservation 
of the values represented by presently owned 
investments. There are four other men in 
the department who devote their time to 
trust development work. I have gone to 
each one of them and have requested that 
the first two questions be considered from 
the same angle of actual experience, and it 
has been interesting, if not gratifying, to 
See each of these men arrive at the same 
conclusion on the question of strongest ap- 
peal. 


Investment Reference of Trust Companies 

The conserving of existing value has not 
always been the primary purpose of the man 
who has owned investments. We are all fa- 
miliar with the difficulties encountered by 
the living trust proponent in the days when 
so many eyes were watching brokers’ boards, 
and Stock Exchange seats ‘were worth for- 
tunes in themselves. The sky had no limit 
and it was a good American habit to dis- 
regard basic security and modest income in 
favor of current earnings and fabulous paper 
profits. 


We are all equally familiar with the other 
side of the picture presented within the 
doors of any of our well run trust depart- 
ments. In these departments, despite our 
own personal feelings, whatever they may 
have been, we did not allow our trusts to be 
earried away on the band wagon of specula- 
tion. Those trusts which had been on our 
books for any length of time were, for the 
most part, invested in conservative ‘trust 
fund securities.’ Where we had been hold- 
ing securities of lesser fundamental sound- 
ness we did sell out (provided we had suffii- 
cient authority to do so) and we did rein- 
vest the proceeds of such sales in “trust 
fund investments.” We seldom hit the 
“highs,” but we did sell in ample time to 
stay out of the fire. 

Compare this performance of the trust 
companies with the well-known performance 
of the individuals who are just now estab- 
lishing their trusts with us. The comparison 
is all in favor of the trust companies; and 
as the knowledge of our faithful perform- 
ance of the duties of stewardship over these 
years becomes better known, we are finding 
that people of means in some cases are seek- 
ing our counsel and in other cases are per- 
fectly willing to be sought by us. 


Contributing Factors to Conservation Appeal 

If we may conclude that the conservation 
of existing investment values has the strong- 
est appeal to a person of means for creating 
a living trust, then what are the “strongest 
contributing factors?” 

Again looking at personal experiences of 
the last few months, within our own bank, 
I have come to the conclusion that there 
should be placed high up in the list the de- 
sire to protect self and family from the 
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claims of possible future creditors. The 
term “possible” is used advisedly, for I do 
not believe that any of the trust companies 
represented here would be willing to take 
on “irrevocable” living trusts from people 
whose personal financial status is such that 
future creditors have already reached the 
“probable” stage. 


Times have changed, for while most of us 
formerly looked with suspicion on anyone 
who mentioned the question of future credi- 
tors we can now point to many instances of 
people, well and favorably known to ourselves 
personally and to our banks, who have suf- 
fered untold losses through circumstances 
literally beyond their control. The “possible 
future creditor” is a real bogy man to many 
of these people who are still solvent today 
beyond question of doubt. There have been 
assessments on bank stocks; demands for 
payment on the part of guarantors and in- 
dorsers; rescue parties for close corpora- 
tions; and similar demands for funds too 
numerous to mention. 


Creating Irrevocable Living Trust for 
Protection 

I have in mind one specific illustration in 
a recent case of this kind in our own bank. 
Over the years the man acquired real estate, 
a substantial home, a general mixed list of 
securities, investments in local enterprises 
including holdings of stock in local banks. 
Also, he built up a reserve of high grade 
municipal bonds amounting to several hun- 
dred thousand dollars. Three years ago he 
was one of the wealthy men of his city. 
More recently one of the banks failed and 


SAMUEL M.SHOEMAKER HOWARD BRUCE 


J. EDWARD JOHNSTON 
EDWIN G. BAETJER 
LYMAN DELANO 


JOSEPH B. KIRBY 


MORRIS WHITRIDGE 


he has paid his one hundred per cent assess- 
ment. Another bank has called for a one 
hundred per cent assessment in order to 
keep open. 

One of the local enterprises in which he 
was a large stockholder defaulted on a bond 
issue. He made good on his personal in- 
dorsement of the issue and, as a result, he 
now owns the corporation. Thus, in order 
to keep his good name, he used up his mu- 
nicipal bond reserve and certain other liquid 
capital. He does not owe a cent to anyone, 
and he still has his home and his stock in 
the open bank on which he has just paid 
a full assessment. This stock, of course, is 
not salable. 


There is no doubt in his mind or in ours 
about his present solvency, but he knows not 
what the future may bring by way of addi- 
tional demands. Therefore, he has just fin- 
ished the establishment of an irrevocable 
living trust in favor of his wife and their 
only child, using for this purpose what re- 
mains of his general mixed list of securities. 
He is just as much interested in seeing the 
present value of the list conserved, along 
with a reasonable income therefrom, as he 
is in protecting it against a possible, but not 
anticipated, future assessment on the bank 
stock and such other future claims as may 
develop. 

It has been well established in the courts 
that a trust of this character, even though 
revocable, cannot be set aside by future cred- 
itors if the individual settlor is solvent at 
the time the trust is created.* 


*‘Jones vs. Clifton’? U. S. Supreme Court, 25 L. ed 908. 
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Various Appeals of the Living Trust 


In devoting this much time to this one 
contributing factor, I do not mean to give 
the impression that it has gained importance 
out of all proportion to other contributing 
factors, but merely to indicate that it has 
come to be recognized through force of cir- 
cumstances and cannot now be overlooked. 
There are other important contributing fac- 
tors which appeal to persons of means in 
the establishment of living trusts, but I shall 
only mention them by name, for you are 
all familiar with their meaning and relative 
importance. 

As to probate: 

Savings of administration expenses. 

Avoidance of delay in transfer of property 
benefits. 

Avoidance of attendant publicity. 

As to taxes, depending on degree of revoca- 
bility of trust, ete.: 

Possible saving of all or part of State 
Inheritance and Federal Estate taxes. 

Possible saving in aggregate amount of 
Income taxes currently payable. 

Intelligent Handling of Personal Property 
Tax Problems. 
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Cost Factor in Living Trusts 

“What factors prevent the selling of liv- 
ing trusts to persons of means’ and “Can 
these factors be overcome, and if so, how?” 
These are questions and answers with which 
most trust officials are all so familiar that 
they deserve only brief mention. 

Foremost is the question of cost. Our 
good trust companies have already demon- 
strated to their own satisfaction and to the 
satisfaction of most of their clients that the 
cost of efficient trust administration is great- 
ly offset by the savings that can be accom- 
plished in administration expenses and taxes, 
not to mention the aforesaid ‘‘conservation 
of existing values.” The largest individual 
trust ever placed on our books through solici- 
tation was obtained through intelligent use 
of just one argument: the saving of admin- 
istration expense. It is a revocable trust 
and therefore it is still subject to all taxes. 


Gift Tax and Irrevocable Trusts 
Another objection—the new Gift Tax—is 
probably our most serious present barrier to 
the establishment of irrevocable trusts; but 
through careful use of the initial $50,000 
exemption and the annual individual exemp- 
tion of $5,000 it is possible for a person to 
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build up one or more trusts over a period 
of a few years into rather impressive pro- 
portions not generally realized upon a first 
reading of the Gift Tax law. Further, the 
Revenue Act of 1932 thoughtfully takes Gift 
tax payments into account in the ultimate 
computation of Federal Estate taxes, where 
the specific property subjected to the Gift tax 
can be identified. 

The Gift tax has not become an obstacle, 
however, in revocable trusts for the benefit 
of individuals other than the settlor, except 
when the income payable to each such indi- 
vidual exceeds $5,000 a year. We are all 
hopeful that the present Gift tax will be a 
temporary tax, as was its predecessor, which 
leaves plenty of room for argument in favor 
of the establishment now of revocable trusts 
with the intention of releasing the right of 
revocation at some future date when the tax 
on generosity will no longer be with us. 

Reluctance to Accept Losses and Make 

Adjustments 

Among other objections we still find re- 
luctance on the part of some individuals to 
accept losses by actually selling securities 
which have lost whatever investment merit 
they may have originally had. As against 
this we have the powerful argument of pre- 
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serving present values. We all know that 
sales of trust securities are recommended 
and carried out only after sane, mature con- 
sideration has been given to the findings of 
the Research and Analytical Divisions, and 
that it is just as much of a mistake to sell 
a good investment because its market price 
is low as it is to fail to sell a poor security 
which is headed for the financial graveyard. 

Then there is the old-fashioned pride of 
possession which some people seem to de- 
rive out of going to the safe deposit vaults 
and clipping coupons—due, past due, not yet 
due, called and defaulted coupons—when 
these same individuals might so much bet- 
ter employ their time and energy to discus- 
sions with trust investment officers of the 
constantly changing status of their various 
holdings. 

Now and then in my own bank a trust 
representative or a bond salesman comes 
across a2 man with an investment list which 
by any reasonable standard of measurement 
is hopeless. In such cases it has become 
our well established policy to refuse to take 
on the business, for, in doing so, we are not 
only bound to do research and render sery- 
ice for which we can derive no adequate 
compensation, but we are likewise assuming 
responsibility for retaining poor securities 
when, in fact, there is no way by which we 
may replace them with sound investments. 
I make no reservations in recommending this 
same policy to others. 

fo te of 
PRUDENTIAL INSURANCE PLACED IN 
HAWAII 

Insurance policies issued by the Pruden- 
tial Insurance Company of America are evi- 
dently popular with the people of Hawaii. 
The Hawaiian Trust Company, Ltd., of Hono- 
lulu, represents the Prudential in that terri- 
tory. The total outstanding Prudential ordi- 
nary and group insurance in Hawaii is $27,- 
420,539, which represents 23.5 of the total 
of $115,000,000 in life insurance carried in 
Hawaii on December 31, 1929, by the sixteen 
life insurance companies entered in the terri- 
tory. 

THE RICHEST AMONG NATIONS 

“There is no wealth but life,’ wrote John 
Ruskin. “Life, including all its powers of 
love, of joy, and of admiration. That coun- 
try is the richest which nourishes the greater 
number of noble and happy human beings; 
that man is richest who, having perfected 
the functions of his own life to the utmost, 
has also the widest helpful influence, both 
personal, and by means of his possessions, 
over the lives of others.” 
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ADMINISTRATIVE AND INVESTMENT PROBLEMS DISCUSSED AT 
CONFERENCE OF TRUST SECTION, PENNNSYLVANIA 
BANKERS ASSOCIATION 


One of the most interesting and spirited 
meetings ever held in Pennsylvania by trust 
men was that recently held under the aus- 
pices of the Trust Company Section of the 
Pennsylvania Bankers Association held at 
Harrisburg, December 9th. The program was 
nicely balanced and calculated to enlist the 
best authorities and varied experience as to 
problems of administration and especially of 
investment handling of vital and current 
concern to trust department officials. Credit 
is largely due for the shaping of the pro- 
gram to the chairman of the Section, Alex- 
ander P. Reed, vice-president of the Fidelity 
Trust Company of Pittsburgh, who presided 
at the conference and welcomed an excep 
tionally large attendance. 

“How a Conservative Fiduciary Should 
Invest Trust Funds” was the subject of the 
first address, presented by Carl W. Fenninger, 
vice-president of the Provident Trust Com 
pany of Philadelphia, who handled the sub 
ject in a very able manner. “Interesting Ex- 
periences in the Liquidation of a Mortgage 
Pool” was the topic of a paper by Earl Mor 
ton, vice-president of the Commonwealth 
Trust Company of Pittsburgh which evoked 
many questions and extended discussion from 
the floor. The next subject was “The Proper 
Handling of Mortgages and Real Estate Ob- 
tained on Foreclosure of Mortgages” was the 
next scheduled subject and to which contri- 
butions were made by Jonathan Steere, vice- 
president of the Girard Trust Company of 
Philadelphia and Herbert Frey of the Penn- 
Sylvania Company for Insurance on Lives 
and Granting Annuities. 


Solicitation of New Business 

One of the topics discussed at the confer- 
ence and which called forth keen interest 
was the relating to “Problems in Connection 
with Appointment as Substituted Fiduciary 
in Place of Closed Banks or Trust Compa- 
nies.”” This was the subject of an address 
by Francis H. Shields of the Pennsylvania 
Company for Insurance on Lives and Grant- 
ing Annuities, who developed some interest- 
ing practices which have grown up in Penn- 
sylvania during the last two years, arising 
from the acceptance of business transfers 
from failed banks and trust companies in- 
cluding substitution of fiduciary appoint- 
ments and trustee-succession. 


L. W. Korber, assistant trust officer of the 
Seranton Lackawanna Trust Company of 
Seranton, lead the discussion of the “Solici- 
tation of New Business Under Present Con- 
ditions” in the course of which he empha- 
sized the changed attitude of the public 
toward trust service. In part he said: 

“In the development of personal trust 
business under present conditions the solici- 
tor finds about the same general objections 
to be overcome by corporate fiduciaries. The 
difficulty is that the prospect will not usually 
voice the real objections in his mind. He 
terminates the interview with a plausible 
reason for his lack of interest which has no 
bearing on what is actually in his mind. He 
believes with rare exceptions that a banker 
is not qualified to give more than ordinary 
investment advice and perhaps it would be 
just as well to leave the estate outright to 
his wife. He has lost confidence in the sta- 
bility of banks. The segregation of trust 
funds is not quite clear in his mind and he 
feels that a bank failure would be a serious 
consequence to his estate and family.” 

Most favorable progress was reported by 
the Committee on Cooperation with the Bar 
in conducting negotiations with a committee 
of the Pennsylvania Bar Association, designed 
to establishing harmonious relations between 
trust companies and the legal profession as 
to distinctions between legal and adminis- 
trative practice in fiduciary matters. An ad- 
dress on the subject was delivered at the 
conference by Leroy A. Mershon of Philadel- 
phia whose topic was “The Trust Company, 
the Bar and Harmony.” 

Important action was the adoption of a 
resolution presented by James Mulligan, 
trust officer of the Second National Bank of 
Wilkes-Barre. This resolution recommended 
that the Pennsylvania Bankers’ Association 
take some active steps for the adoption of the 
proposed amendment to the constitution of 
the state vesting in the legislature the power 
to determine what shall be legal investments 
for fiduciaries. 

There was some discussion on tax matters 
and it was brought out that trust depart- 
ments may return, for inheritance or the 
four mill tax, mortgages at market value. 
Most mortgages have been returned at par, 
whereas in the present situation mortgages 
could hardly be sold except at a large dis- 
count. 
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EFFICIENT FUNCTIONING OF THE PERMANENT CHARITY FUND, INC. 
OF BOSTON 


Because of its flexible policy of making 
income from principal available for current 
and emergency needs the Permanent Charity 
Fund. Inc., of Boston, of which the Boston 
Safe Deposit & Trust Company is trustee, has 
rendered highly efficient services in time of 
exceptional need and unemployment dis- 
tress. This fund, organized on lines similar 
to community trusts and foundations spon- 
sored by trust companies as trustees in over 
seventy cities of the United States, continues 
foremost in the amount of actual income dis- 
tributed for charitable and kindred purposes. 

The fifteenth year book of the Permanent 
Charity Fund of Boston reveals another year 
of far-reaching activites. The usefulness and 
influence of this fund has been recognized 
and highly commended by civic and philan- 
thropic organizations as well as citizens of 
Boston. The last year book shows that appro- 
priations from income were made during the 
fiscal year July 1, 1931 to June 30, 1952, ex- 
cluding a special meeting of June 10, 1932, 
amounted to $278,096.16. This sum was dis- 
tributed by the committee of the fund ‘to 129 
organizations, embracing in scope hospitals, 
sanitariums, dispensaries, relief funds, social 
welfare, community health and social service, 
recreational, children and maternity, settle- 
ment, relief old age, educational, ete. 


It has been ‘the consistent policy of the 
committee of the Permanent Charity Fund 
to make yearly income available for distribu- 


tion wherever most needed. The wisdom and 
excellence of such policy has been especially 
demonstrated during the past two years. 
Noteworthy is the administration of tthe prin- 
cipal of the fund, amounting to $4,953,517 as 
of June 30, 1932, with such diligence and 
ability as to maintain a high yield of income 
despite depreciated investment values. This 


reflects most creditably upon the ability and 
sympathetic cooperation of the officers and 
directors of the Boston Safe Deposit & Trust 
Company as trustee. Another feature worth 
noting is ‘the small amount of money re- 
quired for administration of the fund, fur- 
nishing an example of both economical as 
well as efficient management. 

The Permanent Charity Fund has exerted 
leadership in Boston charitable, educational 
and research work. It has initiated new 
fields of inquiry and experimentation. Valu- 
able results have been obtained in conducting 
studies in relation to cause and treatment 
of diseases. Very often some of the most 
urgent charitable work would have suffered 
because of lack of provision by organized 
charities, had not the committee Permanent 
Charity Fund come ‘to timely rescue. This 
has been notably true of operations during 
the past fiscal year and as continued under 
distribution funds for the current fiscal 
year. An instructive survey is presented in 
the latest year book of the general relief and 
charitable operations conducted in Boston, 
including comparison of costs, financial re- 
sources, income and disbursements. 

It is highly to the credit of the adminis- 
tration of the Permanent Charity Fund and 
the trustee that policies are being carried 
forward with the same earnestness and gen- 
erous spirit which inspired the late Charles 
IX. Rogerson, who was president of the Boston 
Safe Deposit & Trust Company and who was 
chiefly responsible for the organization of 
this fund. The distinction which the Boston 
fund has held as regards having the largest 
principal and distributing annually the larg- 
est amount of income among the various es- 
tablished community trusts of the country, 
is also largely attributable to a gift made 
to the fund from the estate of James Longley. 
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WOMEN OF MEANS AS PROSPECTS FOR TRUST BUSINESS 


SERVICES WHICH MAKE SPECIAL APPEAL 


HAROLD J. CLARK 
Personal Trust Officer, City National Bank and Trust Company of Chicago 


(Epiror’s Note: The much quoted assertion that women hold a high percentage of 
the total wealth of this country, and are the chief beneficiaries under wills of men of means, 
is the subject of interesting statistical data assembled by Mr. Clark in his article, wherein he 
sets forth both the advantages of actively seeking management of women’s estates and the value 
of trust service to women of means.) 


WIDOW, whose husband had recently 

died, found her way into the trust 

department and related this story to 
the trust officer: 

“This is the first time that I have ever 
been in the bank, although my husband had 
an account with you for a great many years. 
Just before he died he said, ‘if anything 
should happen to me, go to our bank and 
see the trust officer, take his advice, and do 
what the bank tells you to do.’” What 
trust oflicer has not been thrilled by an in- 
terview of this kind! Could there be a 
greater challenge to personal trust adminis- 
tration? After all, there is only one “best 
method” of securing the business of women, 
whether rich or poor, and that is, better 
administration of our present trust accounts. 
This is the best and ‘cheapest advertising. 

It is submitted, however, that the field of 
women’s accounts is one deserving of special 
study and attention. My own experience in 
trust development work with our women 
clients leads me to question both the assump- 
tion that there is a great undeveloped field 
for our sales efforts in this direction, and 
the statement that the securing of trust busi- 
ness from women is a problem in itself cap- 
able of a definite solution as distinguished 
from the problem of securing the trust busi- 
ness of men. 

Within the last two years the statement 
has been made repeatedly that there are 
more women than men paying income taxes 
on incomes over $500,000 a year, which state- 
ment, if true, would indicate that not enough 
attention is being given to presenting the 
advantages of trust service to women. Inas- 
much as prospecting for trust customers is 
a logical preparation for sales effort in the 
trust business as well as in other fields, I 


have secured the latest report on large in- 
comes from the Statistical Division, Bureau 
of Internal Kevenue, at Washington, D. C. 

In response to my request for verification 
of this extraordinary statement about the 
incomes of women, I was advised that in- 
dividual returns for 1929 show 1,489 individ- 
uals with net incomes of $500,000 and over; 
joint returns 932; returns for men 254; total 
of these two classes, 1188; single women and 
Wives making separate returns, 303. 

It therefore appears that for the year 1929 
—the year of large incomes and the latest 
period for which reliable statistics are avail- 
able—women comprised only one-fourth of the 
very large taxpayers. Of the Bureau's fig- 
ures on all incomes over $10,000, 374,032 
taxpayers make up this class; only one-sixth 
being women. The total of single women 
and wives making separate returns is 67,397. 
Unfortunately separate figures cannot be had 
as to the several revenue districts. 

These statistics are given solely to show 
that the field for women’s trust accounts 
is not as extensive as has been assumed. To 
state the proposition in a different way, if 
persons with incomes over $10,000 are the 
real trust prospects, there are five men who 
need trust services, to every woman. I do 
not mean to beg the question by this state- 
ment, for in these difficult times it behooves 
us to redouble our efforts to secure more 
trust accounts from women, because our ex- 
perience shows that there is less sales resis- 
tance in the case of wealthy women pros- 
pects. In our own institution fully half of 
our substantial agency accounts are those 
of women, and nearly one-half of our largest 
trust accounts have been created by women. 
It is my belief that with an equal expendi- 
ture of effort you should be able to secure 
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as many trust accounts from the wealthy 
women in your community as from the men; 
even though the latter greatly outnumber 
the women. 

There are many reasons Why a trust ac- 
count appeals peculiarly to a woman of 
large means. It has been our experience that 
while there may be considerable resistance 
on the part of a woman toward having her 
husband put his property in trust for her 
benefit, it is a different matter when the 
property is her own, and when she has 
struggled for a time with the problems of 
investment management. 

“Another statement capable of misconstruc- 
tion and which has been widely quoted is 
that, “women are beneficiaries of 80 per cent 
of the billion dollars of life insurance now 
in force.’ This is an alluring prospect for 
trust business, surely. Have we been over- 
looking any great field of business develop- 
ment in this direction? Here, also, we find 
encouragement in a careful analysis of the 
figures. The “Life Payments” issue of The 
National Underwriter of July 29, 1932, is 
authority for the following statement: 
“There were only 437 life insurance death 
claims for $30,000 or more in 1931.” The 
same publication shows that the insurance 


companies paid claims on over 200,000 lives 
last year. It therefore appears that only 
about one-fifth of one per cent of the lives 
on which death claims were paid involved 
total insurance of more than $30,000 on any 
one life. In other words, it is to be expected 
that in a single year only one out of every 
500 beneficiaries of life insurance will re- 
ceive enough cash to be a possible trust pros- 
pect, even if all settlements were made in 
a lump sum. On the other hand, a very 
substantial part of the proceeds of insurance, 
amounting to well over one billion dollars 
in 1931 will be paid to a few beneficiaries 
each year. In connection with prospects of 
this class we find a field wherein we should 
seek the cooperation of our friends, the life 
underwriters, as well as in securing new 
insurance trusts. 

The insurance man who hands a check for 
over $10,000 to a widow can perform a real 
professional service by putting her in touch 
with a trust officer for advice on her invest- 
ment problems. If the amount involved is 
too small for the widow to live on the in- 
come therefrom, a trust officer will gladly 
recommend a reinvestment of the money with 
the insurance man in the form of an annuity. 
We are doing this in actual practice every 
month. 

I believe that the best methods of securing 
valuable trust business from women are, 
(1) to concentrate on securing agency, cut- 
todian or safekeeping accounts, and (2) to 
get aS many executor appointments as pos- 
sible under the wills of women of substantial 
means. 

Unfortunately, no way has yet been found 
for a trust company to do a thorough job 
in the handling of a small living trust ac- 
count—say under $10,000—without losing 
money. On the other hand, we can handle 
a large volume of small agency accounts 
provided the investments are of a high grade, 
and it is easy for us to secure this type of 
account from our women customers. The 
reason lies in the fact that the custody 
service appears to be the greatest bargain 
in the list of trust services, the fee being 
small and the scope of the service very 
broad. 

Our experience shows that after a woman 
has had an agency account for a time she 
becomes more and more dependent upon the 
trust company for help in the selection of 
investment securities, and the way to a living 
or testamentary trust is thereby made com- 
paratively simple. 

Women soon appreciate the fact that they 
do not lose control over their property by 





TRUST COMPANIES 


having an agency account, but that on the 
contrary their own control is made more 
effective through the instrumentality of a 
trust account. Just as a good domestic ser- 
vant is more valuable to a woman than an 
automatic cooker or an electric icebox in pre- 
paring and preserving food, so, a trust ac- 
count, which permits the exercise of discre- 
tion, is more valuable than a safety deposit 
box—which only means security from loss by 
theft. I use the illustration of the household 
servant advisedly as many of our women cli- 
ents expect us to perform as many services 
for them as does the maid of all work. 

Next, as 'to wills. It is comparatively easy 
to get a woman to make a will naming the 
trust company executor, and she then be- 
comes a walking advertisement for the in- 
stitution. I believe that more effort should 
be expended in this direction by all of us. 
The ground has been laid by the extensive 
advertising done by all of the trust companies 
with reference to the importance of making 
and revising wills. In this connection, we 
find that many women believe that their 
property is not of sufficient value to justify 
a will, and they often believe that because 
their property is held jointly, a will would 
be of no value to their dependents. The 
answer is, of course, that the title to prop- 
erty held jointly may become seriously in- 
volved if both joint tenants should die at 
about the same time. Wills of both parties 
are often the salvation of the minor heirs, 
for whom the property is being held pri- 
marily. 

Women are turning more and more to trust 
companies for the management of their 
financial affairs. This is not strange, as 
there are only three agencies which one may 
employ in this connection: the investment 
banking house; the investment counsellor 
organization, charging a commission; and the 
trust company. Of these, the trust company 
gives the most genuinely professional service, 
and experience seems to show that only in 
the case of a trust company is the basis of 
compensation such as too insure unbiased 
and impartial management of financial af- 
fairs. The trust company substitutes action 
for advice and management for tips. It is 
therefore suggested that a third “best meth- 
od” is for trust companies in due time to 
institute an investment advisory service in 
connection with the custody accounts. The 
revocable living trust, however, is really the 
ideal service for women and at present fee 
rates it is the greatest bargain we have to 
offer. 
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RECIPROCAL TAX EXEMPTION 
Under revised regulations the New York 
State Tax Commission has added to the list 
of states, the residents of which are granted 
exemption from income tax payments under 


reciprocal agreements. These agreements 
now also include North Carolina, South 
Carolina, Virginia, Delaware, Massachusetts, 
New Hampshire, Utah and Vermont, besides 
states previously admitted to exemption 
basis. Under the revised regulations New 
York now allows credit where a non-resident 
of New York becomes liable for the payment 
of income tax to the state or county in which 
he resides on income which is also taxed 
under the New York law, and if the state or 
county in which that person resides grants 
a similar credit to residents of New York or 
imposes a tax on residents of such other 
State or county but does not impose any tax 
against residents of New York. 


The Commercial National Bank & Trust 
Co. of New York is coupon-paying agent for 
first mortgage 5 per cent gold bonds of the 
Mount Hope Bridge Corporation. 
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UNSOLICITED TRIBUTES TO TRUST 
SERVICE 

The trust department officials of the Ma- 
rine Trust Company of Buffalo are to be 
commended for their courage and enterprise. 
Only too often those who direct trust de- 
partments are content to plod along indus- 
triously and fulfill all obligations most faith- 
fully. They are apt to overlook, however, 
the potential good will values which reside 
in satisfied customers, clients and _ benefi- 
ciaries. They ignore the well founded text 
that a satisfied customer is the best adver- 
tisement. 

There appears at hand a little booklet from 
the trust department of the Marine Trust 
Company of Buffalo bearing the title: “What 
Others Say About Us.” It is a reprint of 
quotations from a score or more of unsolic- 
ited letters commending services rendered by 
the trust department of the Marine Trust 
Company. They come from lawyers, doctors, 
prominent industrialists, financiers, benefi- 
ciaries of estates, business men, executives. 
and from people resident in other countries. 

These letters bear all the accents of grate- 
ful appreciation for services which comply 
not only with the letter but also with the 


spirit of trust responsibility. They represent 
a random selection from numerous unsolic- 
ited letters of the same type received by the 
trust department of the Marine Trust Com- 
pany which is to be commended for not 
yielding to a false sense of delicacy in giv- 
ing publicity to tributes from people whe 
have actually experienced the benefits of high 
grade trust service. 


MEASURED MUNICIPALS 

Bank and trust company officials recognize 
the wisdom of applying severe tests in the 
purchase or retention of securities, either 
for the bank’s own investment portfolio or 
in the investment of trust funds. The man- 
ner of applying such tests is something not 
within the reach of most banks or trust com- 
panies which have not established close 
contacts with markets and have the neces- 
sary analytical equipment. 

So far as municipal bonds are concerned 
these problems of selection are brought with- 
in approved testing range by the New York 
investment house of Gertler, Devlet & Co. 
which has a nationwide chain of offices in 
leading cities with private wire connections. 
This organization has become such an ac- 
knowledged authority on this subject that 
it has become generally known as the “Mar- 
ketplace for Municipals’. Its system of 
testing municipal bonds for safety has been 
the result of extended experience and con- 
scientious service. “Measured Municipals” 
is the label given to municipal bonds which 
meet the Gertler-Devlet tests. One of the 
essentials of this test is that recommended 
municipals must have capacity to bear exist- 
ing tax burden. The value which attaches 
to such recommendation is the assumption 
on the part of the Gertler, Devlet organiza- 
tion of the supplementary obligations to 
“follow through” on the life of the bond for 
the protection of capital assets. 


CHOATE ELECTED VICE-PRESIDENT OF 
LIBERTY BANK 

Harold E. Choate has been promoted from 
assistant vice-president to vice-president of 
the Liberty Bank of Buffalo. He is in charge 
of public relations. George C. Lehman, form- 
er manager of the business service depart- 
ment, has been elected assistant vice-presi- 
dent and will be associated with Mr. Choate’s 
department. 


At the last regular meeting of the board 
of directors of Bankers Trust Company of 
New York, the regular quarterly dividend of 
7% per cent was declared. 
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NOTEWORTHY RECORD OF MANUFACTURERS TRUST COMPANY 
OF NEW YORK 


Among the personalities contributing most 
valuable service during this depression pe- 
riod in stabilizing banking conditions in New 
York City and aiding for the relief of un- 
employed and distressed people, that of Har- 
vey D. Gibson stands foremost. What he has 
accomplished in banking and community 
service speaks for itself because Mr. Gibson 
has a habit of effacing himself from public 
notice, except when personal appearance 
calls for assertion of personal influence, as 
for example in the conduct of his present 
office as head of the New York Emergency 
Unemployment Relief Committee which he 
has now conducted for the second year. 

Hardly less serviceable, especially to the 
entire banking community has been Mr. Gib- 
administration as president of the 
Manufacturers Trust Company. When the 
banking horizon loomed up badly during the 
last half of 1931 it was to Mr. Gibson that 
the leading bankers of the city looked to 
carry out the most important reconstruction 
and salvaging plans, with the Manufacturers 
Trust Company, under Mr. Gibson’s guid- 


son’s 


Harvey D. GIBSON 


President of the Manufacturers Trust Company and 
Chairman of the New York Emergency Unemployment 
Relief Committee 


ance as president, acting as a sort of liqui- 
dating clearing house in taking over assets 
and liabilities of a number of banks that 
were on the brink of receivership as well as 
assuming liquidation charge of banks that 
had been closed. Mr. Gibson not only 
brought the Manufacturers Trust Company 
back to high ground of stability but made a 
complete and successful job of cleaning up 
the banking situation in New York so far 
as it was affected by bank failures. 

The Manufacturers Trust Company was 
never in such strong position as it is at the 
present time. Its earnings are among the 
best registered in New York. At the close 
of last year resources were $365,660,000 as 
compared with $475,720,000 on September 30, 
1932. Deposits increased during that period 
from $269,540,000 to $374,357,000. Capital, 
surplus and undivided profits show gain from 
$49,696,000 to $55,060,709 with increase in 
reserves from $14,786,059 to $16,901,172 after 
payment of dividends. Even making due 
allowance for absorption of the Chatham 
Phenix National Bank & Trust Company ear- 
lier this year, the Manufacturers reveals 
remarkable growth in volume of business 
and funds administered both in the banking 
and trust departments. 


COOPERATIVE ADVERTISING OF TRUST 
SERVICES 

A committee has been appointed by the 
Corporate Fiduciaries Association of Balti- 
more to study and report on the practica- 
bility and advantages of cooperative adver- 
tising of trust services. The plan considered 
is similar to those conducted in a number of 
cities, notably in Los Angeles, Denver and 
other cities where banks and trust companies 
have jointly sponsored trust advertising in 
the local newspapers of an educational na- 
ture. C. Delano Ames of the Maryland Trust 
Company is chairman of the committee and 
Frederick L. Wehr of the Union Trust Com- 
pany is a member. Trust officers and adver- 
tising managers who have had experience in 
operating or conducting cooperative trust ad- 
vertising campaigns are invited to communi- 
cate information on the subject to Mr. Ames. 


Guy Holman was recently elected an as- 
sistant vice-president of the National City 
Bank of New York. 
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VISUAL PRESENTATION OF ESTATE PROBLEMS AND TRUST SERVICE 


A new and timely adaptation of proven 
sales principles in trust development, pre- 
sented after two years of planning and re- 
search by the Purse Company, is embodied 
in a complete publicity program built around 
“The Estate Plan Visualator.” The “Visual- 
ator” book portrays graphically and pictori- 
ally the problems that arise in the transfer 
and conservation of individual estates, and 
is virtually a series of blue-prints of an 
estate in all its stages. It is the application 
of the psychological laws of visual impres- 
sion which have proven so successful in all 
other lines of salesmanship, and brings out 
in forceful relief the situations which develop 
in the execution of plans for family protec- 
tion, crystallizing them into adequate and 
economical estate plans by enabling the read- 
er to visualize the methods by which he may 
best attain his goal. 

This program for arousing the interest of 
a bank’s trust prospects is initiated by in- 
formative letters or folders to these prospects, 
enabling the bank to identify those who in- 
dicate immediate interest by inquiring for 
the book, is used in conjunction with the 





A Will Alone Does Not 
Fully Reduce Transfer Loss 


If your Will is simply a vehicle 
of distribution and provides for 
outright delivery of ownership of 
your estate to your heirs without 
appointing a capable Executor, 
your estate will suffer avoidable 
Such Loss will 


recur cach time the estate is 


Transfer Loss. 


transferred outright at death from 
one member of a family to an- 
other, as the accompanying chart 


illustrates. 


It is often economical, where 
appropriate, when transferring the 
benefits of your estate to your 
immediate heirs, to delay transfer 
Children 
of actual ownership. This reduces 
the number of transfers necessary 
between the different: members 
or generations of your family, as 


is explained on the following 
to 
Grandchildren 
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letters. The “Visualator” is also designed for 
distribution personally by bank officers and 
representatives, attorneys and underwriters. 
The illustrated pages used as lobby displays 
or before group discussions as explained in 
the memoranda issued to the bank. 

The illustrated matter in the book, exam- 
ples of which are reproduced below, traces 
the various estate problems in sequence, be- 
ginning with the sources of family income 
provided during the life of the head of the 
family, showing the vital changes occasioned 
by his loss to the family, following through 
the processes of liquidation, taxation and 
transfer to legatees with attendant shrink- 
ages, and finaliy the dangers to which bene- 
ficiaries are exposed in the management of 
their inheritances. The means provided by 
trust service for accomplishing the greatest 
good from the estate are depicted in inter- 
esting manner on succeeding pages by ap- 
propriate diagrams, suggesting safeguards 
for various members of the family. 

Forming a complete program of practical 
development procedure for the trust depart- 
ment, the “Visualator”’ plan is a coordina- 





By Suspending the Delivery of Ownership| 
of Your Estate by a Trust Under a Will, 
You Can Reduce Transfer Loss 


Estate 
From Husband _ | 
<~” One Transfer 


~ A Trust under a Will reduces the 
“ss..__ Shrinkage 


number of times an estate is trans- 
ferred from one owner to another, 
by reason of the fact that it lodges 
title in a permanent Trustee 

Consequently, the number of 


times the estate is exposed to 
Estate 


to Trustee 


transfer loss is reduced 


still in hands of 
Trustee 


By means of a Testamentary Trust, 
Children 


(No Shrinkage) 


you may provide a steady income 
for your wife and children and, 
at the same time, preserve the 
principal intact. If desired, you 
may give your Trustee the right 
to draw on the principal should 
emergencies arise to make with- 
drawals advisable 


Grandchildren 
(No Shrinkage) 











SELECTIONS FROM GRAPHIC PRESENTATION OF TRUST SERVICE IN THE “ESTATE PLAN VISUALATOR’”’ 
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tion of advertising and new business policy, 
converting the personal relations of officers 
and personnel with bank customers into a 
trust development force. Technical questions 
are avoided, the objective ‘being served in 
bringing the prospect to visit the trust officer 
or preparing him for a call by the trust rep- 
resentative. The “Visualator” itself portrays 
to the prospect: 1. What may happen to his 
estate and family when he dies; 2. Causes 
and extent of possible estate shrinkage and 
Ways to minimize this loss; 3. Why intes- 
tacy costs more than proper will-drafting; 
4, Why trusts are economical and what they 
can accomplish; 5. How to incorporate life 
insurance in estate plans and benefits of such 
plan to the family; 6. Tasks confronting the 
executor-trustee and essential qualifications, 
and 7. How estate management by the trust 
company assures safety, economy and satis- 
faction. 

Every trust executive and new business 
man knows the power of inertia, the hesi- 
taney caused by doubt or lack of knowledge. 
Here are easily understandable answers to 
such of the reader's objections as, “Trust 
service costs too much—the present will is 
good enough—why tie up the estate or pay 
the bank to manage it?’ ‘The “Visualator” 
is specially adapted to take advantage of 
the prevailing psychology and concern over 
family protection, and is translating this re- 
ceptiveness into valuable business on the 
books of the trust companies in many towns 
and cities who have the foresight to make 
the most, by proper approach, of existing 
conditions—conditions which give potency to 
the value of trust protection. 


CONFERENCE OF STATE BANKING 
SUPERVISORS 

Bank supervisors from seven states re- 
cently conferred in New York City on mat- 
ters of mutual interest relating to methods 
of improving supervision of banks, expediting 
liquidation of closed banks and of reorgani- 
zations. The approach of the state legisla- 
tive season also evoked discussion as_ to 
desirable legislation to improve the standard 
of state banking supervision. It was decided 
by the supervisors to hold meetings quarterly. 
Among those attending the conference were 
Superintendent Joseph A. Broderick of New 
York; William B. Gordon, secretary of Bank- 
ing of Pennsylvania; Commissioner William 
H. Kelly of New Jersey; C. W. Miller of 
Ohio; Commissioner R. E. Reichert of Michi- 
gan; Superintendent M. E. Bristow of Vir- 
ginia; Commissioner Arthur Guy of Massa- 
chusetts and others. 
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A Prospective 


Fortune 
VS. 


Positive Security 


sk your family this question: 
“Which would you rather 
have, the possibility of inheriting 
a fortune if I am lucky, or the 
promise of being left sufficient 
income to live on, whether I’m 
lucky or not?” 

They might choose the chance 
of a fortune, but if they were 
familiar with the facts, they 
would ask for security. 

For experience shows that 
though many fortunes are made 
in this country, comparatively 
few are left behind. The pro- 
ceeds of life insurance policies 
make up the bulk of the in- 
heritance of widows and or- 
phans. Life insurance does not 
represent a speculative fortune— 
it means unimpaired security. 

You may make a fortune; you 
may not. Nobody can prophesy, 
nor would anybody deprecate 
the ambition and the courage of 
the man who sets a fortune for 
his goal. His is the mettle from 
which progress is made. 

But whether or not you call 
the turn, make safe those things 
which no man willingly throws 
to fortune’s wheel—your home, 
your children’s prospects, your 
wife’s comfort. 

Life insurance is not designed 
to make fortunes, but it does keep 
safe those possessions from whose 
loss there is no recovery. Choose 
for your family first positive 
security. Life insurance can 
promise them that, whatever 
your prospective fortune may be. 


LIFE INSURANCE COMPANY 
OF BOSTON. MASSACHUSETTS 


John Hancock Inquiry Bureau 

197 Clarendon St., Boston, Mass. 
Please send me your booklet, “My 
Financial Problems.” 

NGM. oc cccccccccccoccccccccccoseers 


Street and No.....cccccccsccscecees 
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A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital - - - $2, 000,000.00 
Surplus and Undivided Profits - 870,000.00 
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COMMERCE TRUST COMPANY OF KANSAS CITY ACQUIRES 
GARY STOCK INTERESTS 


An important stock purchase was recently 
concluded by Chairman Walter S. McLucas 
and President James M. Kemper of the 
Commerce Trust Company of Kansas City, 
Mo., which centers control and preserves the 
present successful management of the bank. 
The transaction involved the acquisition of a 
block of 11,608 shares of Commerce Com- 
pany stock which constituted the largest 
group holding and identified as the holdings 
of the Theodore Gary interests. The special 
importance which attaches to this purchase 
is that it definitely precludes any outside in- 
terest from assembling control of the Com- 
merce Trust Company and lodges control 
with the present management which has been 
eminently successful in conducting the Com- 
merce as the largest bank in Kansas City, 
reporting on September 30, resources of $93,- 
733,000; deposits, $84,525,000; capital, $6,000,- 
000; surplus and undivided profits of $2,796,- 
382. The plan of stock purchase provides 
that the present officers, directors and stock- 
holders of the Commerce will be participants 
by increasing their existing holdings. Mr. 
McLucas and Mr. Kemper will themselves 
substantially increase their holdings through 
such operation. 

The Gary holdings in the Commerce Trust 
Company were acquired by the Theodore 
Gary group ten years ago when Mr. McLucas 
was prevailed upon to resign as vice-presi- 
dent of the National City Bank of New 
York to return to Kansas City as active head 
of the Commerce as the largest bank in the 
Southwest. Three years later in 1925 Mr. 
McLucas became chairman and was succeeded 
as president by James M. Kemper, son of 
W. T. Kemper who had been closely identi- 
fied with the Commerce during its earlier 


career. As chairman, Mr. McLucas took the 
post relinquished by A. F. Adams, who was 
identified with the Gary group and who 
transferred his activities to Chicago. 

Ten years ago the Gary block of Commerce 
Trust shares was referred to commonly as 
constituting a working control. This ceased 
to be the case, however, when the Gary in- 
terests and particularly Mr. Adams became 
inactive in the bank and permanently cen- 
tered their own interests in Chicago, particu- 
larly their investments in the telephone field. 
There succeeded at the Commerce a manag- 
ment control enlisting the cooperation of 
the board of directors. 

The purchase of the Gary stock represents 
the last chapter in a recent episode which 
served to emphasize the unanimous coopera- 
tion and confidence on the part of the board 
of directors of the Commerce Trust Com- 
pany toward the management. Considerable 
newspaper publicity occurred about a month 
ago when J. W. Perry, who had steered the 
Gary interests of ten years ago, appeared in 
Kansas City and was credited with having a 
syndicate plan that contemplated his own 
installation in an important executive posi- 
tion in the bank. It developed subsequently 
that Perry had not acquired the Gary stock 
but held what amounted to an option on that 
stock in his attempt to interest Kansas City 
stockholders in his plan. Mr. Perry failed 
to enlist interest in his plan and does not 
figure in any way in the disposition the stock 
acquired by Messrs. MeLucas and Kemper. 
Through this acquisition of the Gary stock 
the commendable policies and future of the 
Commerce Trust Company are assured as a 
bank controlled by and devoted to the inter- 
ests of Kansas City. 
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EDWARD B. PRYOR 

Members of the banking community of St. 
Louis mourn the recent death of Edward B. 
Pryor, chairman of the board of the Mis- 
Sissippi Valley Trust Company of that city, 
who succumbed to heart failure after a brief 
illness at the age of seventy-eight. He be- 
came officially associated with the Missis- 
sippi Valley Trust Company as the result of 
a three-fold consolidation in 1929, whereby 
the State National Bank and the Merchants- 
Laclede National Bank were merged with 
the Mississippi Valley Trust Company. 

Mr. Pryor has had a distinguished career 
as a banker. He became president of the 
State National Bank in 1914. Prior to the 
consummation of the merger George E. Hoff- 
man, who was president of the Merchants- 
Laclede National had been slated to become 
chairman of the board of the consolidated in- 
stitution. Owing to his death before the 
consolidation became effective, Mr. Pryor was 
elected chairman of the board. 

The Mississippi Valley Trust Company, 
since its foundation in 1890 has had three 
chairmen who have contributed notably to 
banking history in St. Louis. The first chair- 
man was Julius S. Walsh, who was the first 
president. He was succeeded by Breckin- 
ridge Jones whose name and contributions to 
the cause of trust service will be long remem- 
bered by the members of the trust company 
fraternity. When Mr. Jones became chair- 
man he was succeeded as president by the 
late J. Sheppard Smith and upon the death 
of the latter Sidney Maestre, the presert 
encumbent, was elected president. 


MODERN TRUSTEESHIP CLEARLY AND 
CONCISELY DEFINED 

Canadian trust companies are putting forth 
exceptionally fine publicity literature deal- 
ing with various phases of trust service. This 
quality was reflected in a recent extensive 
educational advertising campaign which was 
sponsored jointly by leading trust companies 
of the Canadian provinces. The booklets, di- 
rect mail and advertising of the individual 
trust companies are characterized by origin- 
ality and reveal exceeding care in prepara- 
tion. 

The National Trust Company, Limited of 
Toronto, is distributing a series of folders 
which are attractive in appearance and 
charged with clear and concisive messages. 
These are primarily designed to stimulate in- 
quiries for a master booklet entitled ‘Mod- 
ern Trusteeship.” A study of the pages of 
this central booklet impresses the reader with 


A NEW ORLEANS MAHOGANY PLANT 


New Orleans 


XLII 


Mahogany 
New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 


Hibernia Bank & Trust Co. 
New Orleans, U. S. A. 
This is number 43 of a series of advertisements about 


New Orleans which we have published continuously 
since 1919 


the simplicity of language employed. Tech- 
nicalities are avoided and yet there is pre- 
sented in most logical and striking style the 
reasons for the need and making of a will, 
the choice of an executor, the work of trust 


company in personal trusteeships and the 
cost elements involved. For clarity of style 
to instruct the lay man in testamentary and 
trust matters this booklet can hardly be 
improved upon. 


ALGERNON S. FRISSELL 

Algernon S. Frissell, chairman of the board 
of the Fifth Avenue Bank of New York died 
recently at his residence at the age of 
eighty-seven. Born in ‘South Amenia, N. Y., 
Mr. Frissell came to New York in 1867 and 
became a clerk in the Importers and Traders 
Bank. In 1875, when the Fifth Avenue Bank 
opened, Mr. Frissell became its first cashier. 
He was the last surviving member of the 
original board of directors. 


Eliot Atwater and Samuel R. Walker have 
been appointed trust officers of the City Bank 
‘armers Trust Company of New York City. 








720 TRUST 
SOUND FINANCIAL POSITION OF 
PRUDENTIAL LIFE 

Stressing absolute security for policyhold- 
ers as of utmost importance President Ed- 
ward D. Duffield of the Prudential Insur- 
ance Company of America, has advised field 
men of a decreased dividend rate on ordi- 
nary life policies for 1933. Mr. Duffield ex- 
plained this dividend policy, as follows: 

“Because of economic and financial con- 
ditions, together with increased taxes and 
continuance of relatively large payments for 
death claims and disability benefits, we have 
decided to make a further reduction in our 
ordinary dividends for 1933 to a more con- 
servative scale than that of the present year. 
The reduction averages slightly more than 
$1 per $1,000 of insurance. 

“Absolute security for every policyholder’s 
contract is of paramount importance. This 
reduction in dividends will strengthen still 
further the sound financial position of the 
company. The interest return on dividends 
and other funds left on deposit with the 
company will be continued at 4% per cent 
for 1933.” 

A group life insurance policy totaling $5S7.- 
000 has been issued on 194 employees of the 
Ohio Finance Company of Columbus, O., by 
the Prudential Insurance Company of Amer- 
ica. 


ACCOUNTING OF WALTERS ESTATE 

An administration account of the $14,676,- 
617 estate of the late Henry Walters of 
Baltimore and New York, filed by the Safe 
Deposit & Trust Company of Baltimore, ex- 
ecutor, was approved recently by the Orphans’ 
Court. It shows that more than $1,000,000 
was paid in estate and inheritance taxes. 

The sum of $2,062,670 was reported as held 
in trust for the city of Baltimore to main- 
tain the Walters Art Gallery and Mr. Wal- 
ters’s former home on West Mount Vernon 
Place, bequeathed to the city. 


Bank Commissioner Arthur Guy of Massa- 
chusetts announces addition to the list of 
bonds legal for investment by Massachusetts 
savings banks the following: The issue of 
$7,424,000 ‘Staten Island Edison Corp., re- 


funding and improvement mortgage 6 per 
cent gold bonds, due June 14, 19353. 
A recent appraisal of the estate of the 


late Colonel William Boyce Thompson, min- 
ing engineer and banker, places the net value 
at $16,624,717. At the time of Col. Thomp- 
son’s death on June 27, 1930, the estate was 
estimated at $85,000,000. 


COMPANIES 


REVISION OF MARYLAND BANKING 
LAWS 

Governor Ritchie of Maryland has an- 
nounced the personnel of a committee of 
state bankers and trust company officials to 
study the banking situation in Maryland and 
recommend revision in the banking laws as 
a basis for recodification. Governor Ritchie 
comments on the fact that Maryland has 
suffered less than most other states from 
banking failures, but concludes that it is a 
public duty to appraise recent experiences 
as regards banking conduct and laws so as 
to prevent or at least minimize unhappy oc- 
currences in the future. 

The committee appointed by Governor 
Ritchie, consists of the following: John .. 
Nelligan, Safe Deposit & Trust Company; 
A. H. S. Post, Mercantile Trust Company ; 
Howard Bruce, Baltimore Trust Company ; 
Charles E. Rieman, Western National Bank; 
Austin MeLanahan, Savings Bank of Bal 
timore; B. Howell Griswold, Jr., Alexande 
Brown & Sons; Jacob France, Equitable 
Trust Company; Hugh A. McMullan, Cum- 
berland Liberty Trust Company; Hooper S. 
Miles, Salisbury, Eastern Shore Trust Com- 
pany; T. Howard Duckett, Hyattsville, Prince 
George’s Bank & Trust Company. 





JOHN N. STALKER 


Vice-chairman of the Board of the Union Guardian Trust 
Company of Detroit, who has been elected president of 
Bankers Club of Detroit 
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PERSONAL BANKING AND TRUST 
SERVICE 
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Since its organization, forty-two years ago, “TRUST SERVICE EXCLUSIVELY’’ 


in 1890, the Fulton Trust Company of New 
York has constantly adhered to a policy of 
personal service. This applies both to its 
banking and trust facilities. It accounts 
for continuity of accounts and frequent fidu- 


ciary appointments from bank department ( ALI FORN IA 
customers as well as the maintenance of 


banking contacts by trust beneficiaries. Such 


funetions, is not confined to executive man. || 1 RUST COMPANY 


agement and personnel but is benefited by 
active supervision of a strong board of di- LOS ANGELES 
rectors, who maintain close scrutiny and 
exert matured judgement in handling trust 
problems of administration and investment. 


The convenience of patrons is also served You can—with contidence—delegate 


by the maintenance of two offices, one down- 


town at 149 Broadway and an up-town office to us the responsibility of repre- 


at 1002 Madison avenue. Lewis Spencer 
.lorris is chairman of the board and Edmund 
P. Rogers is president of this ably conducted 
trust company. 





Leo D. Heather, supervisor of the 150 OWNED BY 
branch offices of the First National Bank of 
Detroit, has been elected vice-president of | G A L | F O R N | A B A N 
that bank. Fred T. Coughlin has been pro- 
moted to assistant vice-president; Fred C. 
Herbst to assistant cashier and D. Maitland 


Which today ranks Sist among the 


Irwin to assistant cashier. 


senting you in any trust capacity. 


K 


100 largest banks of the United States 
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INCIDENTS OF COLONIAL DAys HAPPILY BLENDED WITH PERMANANCE AND ADVANTAGES OF TRUST 


SERVICE IN THE ADVERTISING OF THE UNION TRUST COMPANY OF MARYLAND IN BALTIMORE 
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Southern ( California 


RESOURCES 
OVER 


$500,000,000 


from Fresno to 
Imperial Valley. 


oF Los ANGELES 


A+ LARGE + AND + COMPLETELY 
TRUST + DEPARTMENT 


APPOINTED 


RIGHTS OF LIFE TENANT AND 
REMAINDERMEN 

A letter has been received from W. L. 
Nossaman, author of the article on the 
Rights of Life Tenant and Remaindermen in 
Foreclosed Mortgages at page 545 of the 
November issue of Trust COMPANIES, in 
which he states: 

“Due to an inadvertence in no way charge- 
able to your magazine, and not discovered 
until the November issue was on the press, 
an error occurred on page 545 which it may 
be desirable to correct. The word ‘disposal’ 
in the second line of (b) under (1) on 
page 545 should be ‘purchase,’ making the 
sentence in question read as follows: 

b. Taxes and assessments paid prior to 
the trustee’s purchase of the property.” 


To fill the vacancy caused by the resigna- 
tion of Cyrus H. K. Curtis of Philadelphia, 
Thomas H. West, Jr., president of the Rhode 
Island Hospital Trust Company of Provi- 
dence, R. I., was elected a trustee of the 
Mutual Life Insurance Company of New 
York. 

The Gary Trust & Savings Bank of Gary, 
Ind., closed in June, 1931, has reopened for 
business. Harry L. Arnold is president. 


DISTINGUISHED CAREER IN MASSACHU- 
SETTS BANKING FIELD 

John E. White, who recently retired as 
chairman of the boards of directors of the 
Worcester Bank & Trust Company and the 
Worcester County National Bank of Worces- 
ter, Mass., has earned a release from ac- 
tive duties after a career of exceptional suc- 
cess and achievement in banking. He con- 
tinues as a director of both banks, the active 
conduct of which will continue in the hands 
of the president, Walter Tufts. 

Mr. White relinquishes official service after 
nearly forty years of activity in executive 
banking posts. He was born in Lawrence 
and was only twenty-one years old when he 
responded to a call from Edgartown, Martha’s 
Vineyard, to become cashier of the Martha’s 
Vineyard National Bank. He was not yet 
thirty years old when he was elected presi- 
dent of the bank which prospered under his 
management. As evidence of the esteem in 
which he was held by the people of his town 
and county Mr. White represented his dis- 
trict in the Massachusetts legislature, suc- 
cessively in the House and Senate. In 1912 
he became state auditor of Massachusetts. 

But Mr. White’s inclinations were not 
toward politics. In 1915 he came to Worces- 
ter to become president of the old Worcester 
National Bank and soon became recognized 
as a leading figure in the financial and busi- 
ness interests of that city. He brought about 
the purchase of the Worcester Trust Com- 
pany by the Worcester National Bank and 
the newly consolidated institution operated 
under state charter as the Worcester Bank & 
Trust Company with Mr. White as _ presi- 
dent. When the Worcester Bank & Trust 
Company and the Worcester County National 
Bank, with its affiliated county banks, were 
brought together in 1930 Mr. White was 
elected chairman of the boards of ‘both banks 
and Walter Tufts, who was president of the 
Worcester County National, was. elected 
president of both banks. 

Mr. White retains directorship in a num- 
ber of important Worcester industries and 
other corporations. He has been a leader 
in civic movements and depended upon to 
raise funds for philanthropic, welfare and 
patriotic purposes. He was chairman of the 
final Liberty Loan campaign in Worcester. 
Mr. White has a summer home at Vineyard 
Haven where he indulges his love of the sea. 


During the first ten months of this year a 
total of fifteen suspended banks in Wisconsin 
reopened for business, representing deposit 
liabilities of $8,199,000. 





Leqal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and author of ‘“‘Trust Investments”’ 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


GIFTS CAUSA MORTIS 
(The distinction between gifts 

vivos and gifts causa mortis.) 
Newby was afflicted with a fatal disease. 
He knew that he could not live. His entire 
estate consisted of $8,700 in a checking ac- 
count. On June 14, 1930, he went to the 
bank with his sister, Mrs. Fenwick, with- 
drew $7,000 from the account, it to 
her and she deposited it in a savings ac- 
count in the same bank to her own credit. 


inter 


gave 


Some time before his death Newby signed a 


check in blank upon his account in the bank 
which was filled in by Mrs. Fenwick on the 
day of his death for the sum of $1,650 and 
cashed at the bank, depleting the amount on 
deposit so that there remained only $50. 

In the case of Weiss vs. Fenwick, 111 N. J. 
Eq. 385, the question of the validity of these 
gifts by Newby arose. The New Jersey Court 
of Appeals decided that the moneys in ques- 
tion were not gifts inter vivos because the 
giver was divesting himself of his entire es- 
tate without any independent advice as to 
the effect thereof, but the gift of $7,000 to 
Mrs. Fenwick was sustained as a valid gift 
causa mortis for the reason that it was made 
by the donor when he knew that death was 
impending. He was competent to make the 
gift, intended to make it and did actually 
deliver the $7,000 to the donee. Although 
Newby was able to go to the bank and make 
the gift, still it was a valid gift because it 
is not necessary that such a gift be made 
when the donor is in the last stages of fatal 
illness. It was evident also that the gift 
was revocable in nature. One of the ele- 
ments of a gift causa mortis is that the 
property remains in the donor until his death. 
If by chance he recovers, he still has title to 
his property. Where a gift inter vivos is 
made the gift is not revocable. 


As to the blank check for $1,750 payable 
to Mrs. Fenwick which Newby signed and 
which was cashed at the bank after his 
death, the court decided that this, being 
merely an order to pay could not be construed - 
as a gift for the reason that death termi- 
nated the rights and the check was of no 
validity until cashed. 


GIFTS 
(What constitutes proper delivery of a 
gift when the gift is an intangible right.) 

The difficulty in deciding what constitutes 
a proper gift inter vivos is indicated in the 
recent case of Vance’s Estate, reported in 80 
Pittsburgh Legal Journal 429. A check for 
the full amount of a bank account with the 
interest thereon, together with the passbook, 
was delivered by the decedent to her brother 
a few days before she died, Was this a gift? 
In deciding that it was a gift, the court re- 
ferred to the fact that questions regarding 
gifts inter vivos have been constantly in dis- 
pute by able textbook writers, jurists, and 
lawyers. It concluded that undoubtedly the 
great mass of authority weighs for the claim- 
ant, that is, the person to whom the gift was 
made. 

Note the clear statements of the court in 
this case as follows: “Can there be in 
Pennsylvania a gift of a chose in action when 
the intention is to make a gift and there has 
been delivered evidence of the ownership? 
We dismiss the magic that appears to be in 
the word ‘seal’ for the simple reason that 
there is no consideration of any kind what- 
ever when a gift has been made. We do not 
consider that this transaction between the 
donor and donee is impressed with any prom- 
ise to perform in the future any act neces- 
sary to complete the gift. The auditing judge 
decided that there was a gift pure and simple 
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and that this gift was of a chose in action 
resulting from an intention to make it and 
it was made without the slightest inference 
of any fraud. Nothing else can be assumed 
when the whole opinion is considered and we 
now repeat, can this transaction be decreed 
to have been a gift or must it be considered 
as a stupid and absurd act of persons ignor- 
ant of legalistic concepts and magic formal- 
ities?” 


PROMPTNESS IN PRESENTING CHECKS 
FOR PAYMENT 


(Delay in presenting checks for pay- 
ment is frequently costly.) 

During the past three years when banks 
have been closing their doors all over the 
country, many difficult questions have arisen 
between debtors and creditors, and also as 
to the liability of banks where checks have 
not been deposited promptly and when banks 
have delayed in clearing checks. A deposi- 
tor who delays presenting his check may find 
either that the bank upon which it is drawn 
has failed or that the maker of the check 
has become insolvent. A bank which delays 
unduly in collecting a check may find itself 
in trouble by reason of the failure of the 
bank upon which the check is drawn. 

So far as the collection of these checks by 
the banks is concerned, the rule is that they 
must use reasonable diligence in completing 
the transaction. Reasonable diligence de- 
pends upon the circumstances. Checks on 
nearby banks could be cleared promptly. 
Checks on distant banks require time. The 
same rule is true as to the deposit of a 
check for collection. 

In the recent case of Berry vs. Harris, 
decided by the Supreme Court of Arkansas, 
Harris a farmer, received a check from 
Berry. Berry knew that the bank was eight 
miles away and that Harris went to town 
only on Saturdays. The check was delivered 
on Tuesday. When Harris presented the 


check on Saturday, the bank had closed its 
doors on account of insolvency. The court 
decided that under the circumstances the 
check was presented in a reasonable time. 

In the recent case of Bay City Bank vs. 
Concordia Mutual Fire Insurance Company, 
decided by the Supreme Court of Michigan, 
the question of diligence on the part of the 
bank in collecting a check when presented 
arose. The contention was that the check 
was delivered to the bank on December 1, 
1931, in sufficient time for the bank to present 
the check that day to the payee bank or 
that it could have deposited it for collection 
in its collecting bank on that day and it 
would have been paid in the clearance on 
December 2d. The bank was charged with 
negligence in that it did not deposit the 
check for collection until the following day 
and that it was not presented for payment 
until December 3d, when the payee bank had 
closed its doors. Was the bank guilty of 
negligence? Relying upon the Negotiable In- 
struments Law, the court decided that the 
bank had exercised due diligence in the 
presentation of the check. The Negotiable 
Instruments Law and the Bank Collection 
Code of Michigan provide that the exercise 
of ordinary care in connection with a check 
payable in the same city requires that the 
check may be presented at any time not 
later than the next business day following 
the day on which the check is received, 
either at the counter of the drawee or payor 
by agent or manager or through the local 
clearing house. 


STATUS OF ACCUMULATED INCOME 
(An accumulated income is not prin- 
cipal of a residuary estate.) 

In the case of Fell vs. McCready, decided 
by the New York Appellate Division October 
11, 1932, the testator devised all of the resid- 
uary estate to the wife for life, with the 
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right to use the same or such part thereof 
as she might desire, leaving the remainder 
to brothers and sisters. The widow, at the 
time of her death, had not used the entire 
income. The residuary legatees contended 
that the accumulated income belonged to the 
principal and therefore to them. The Court 
held that the entire income belonged to the 
widow and was therefore a part of her estate 
and not of the trust estate created by her 
husband. 


AVOIDING PERILS OF JOINT TENANCY 

W. J. Kommers, vice-president and trust of- 
ficer of the Old National Bank and Union 
Trust Company of Spokane, Wash., offers 
an easy formula for avoiding the dangerous 
consequences that have often arisen from the 
renting of safe deposit boxes to joint tenants. 
He says: 

“T have wondered why banks continue in 
this practice when there is such an easy way 
out of it. We discontinued this practice eight 
years ago and prepared ourselves for a con- 
siderable number of lost rentals by this 
change in our policy. However, a great sur- 
prise was in store for us when we found that 
out of a total of 8,000 boxes rented during 
this period, we lost only a dozen sales because 
of it. Rarely have we failed to prove to the 
prospect that it is really unwise and possibly 
unsafe to have one’s property under perma- 
nent joint control with another, and to per- 
mit admission after death. In the few cases 
where joint tenancy was applied for and in- 
sisted upon, it was evident that the applicants 
wished to evade inheritance taxes or probate 
costs. 

“Tt is our practice to rent our boxes to only 
one principal, and he in turn may designate 
one or more deputies under a power of attor- 
ney, which authority ceases at the death of 
the principal. There should preferably be co- 
operation between the banks and a given lo- 
cality on this question of joint tenancy, so 
that a prospect will not be granted a request 
at one bank that is denied him at another. 

“Our policy was adopted following bitter 
experience, and upon the advice of our attor- 
neys, who have consistently held that, by rea- 
son of having one of the keys, the guard key, 
necessary to gain access to a vault box, it is 
considered that the contents of the boxes are 
properties under the control of the bank. 
Upon the death of one of the joint tenants 
the bank would not have the right, with the 
knowledge of the tenant’s death, to surrender 
the custody of the contents to the survivor, 
and hence that the bank should not contract 
to do so.” 


Statewide 
Metropolitan 


TRUST SERVICE 


You and your clients are invited to 
investigate the unique advantages 
of Bank of America’s statewide 
fiduciary service. 


In even the smallest of the 243 
California communities served by 
this Bank, you are assured of metro- 
politan trust service — complete, 
individual, interested — under the 
personal supervision of experienced 
trust officers. 


For further information, please 


address us at San Francisco or 
Los Angeles as you may prefer. 
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Gf Offices in 
243 California 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, a California State Bank 
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HANDBOOK ON ADMINISTRATION OF 
ESTATES IN CANADA 

“The Administration of Estates” is the 
title of a most commendable work published 
by the Life Underwriters Association of 
Canada which gives a summary of the back- 
ground of the administration of estates and 
is primarily designed, for the use of under- 
writers as well as laymen. It is also pre- 
scribed as a text for study by candidates for 
the examinations of the Institute of Char- 
tered Life Underwriters of Canada. The 
author is Terence Sheard, B. C. L. (Oxon.) 
of Osgoode Halle, barrister-at-law. He is 
estate officer of the National Trust Company, 
Limited of Toronto. 

Mr. Sheard has made a valuable contribu- 
tion to the cause of a more enlightened un- 
derstanding and correlation of the functions 
of fiduciary administration with those of life 
insurance. As he sets forth in the preface, 
an underwriter in order to diagnose with ac- 
curacy the insurance needs of his client and 
properly prescribe for them, should be fully 
conscious of basic conditions relating to the 
administration of the client’s estate. Mr. 
Sheard classifies these considerations as 
partly matters of law, of economics and senti- 
ment. No attempt is made to give a com- 


plete statement of law and every effort as 
been made to state principles concisely and 
clearly. Because of differences of law and 
practices to be found in the various provinces 
of Canada, the author chooses the states of 
Ontario for illustrative purposes, although 
much of law and practices in Ontario is 
found applicable elsewhere. 

In chapter form Mr. Sheard developes his 
subject as follows: property that does not 
form part of an estate; property that may 
comprise an estate, liabilities, succession 
duty, distribution of estate, executors and 
administrators, plans of distribution under 
wills and trusts and stock purchase agree- 
ments. 


Herbert W. Jackson, president of the Vir- 
ginia Trust Company of Richmond, Va., has 
been re-elected president of the Police Beney- 
olent Association, of that city. 

“The Banker’s Acceptance” is the subject 
of an instructive booklet issued by the Wash- 
ington Loan and Trust Company of Wiash- 
ington, D. C., the author of which is Norman 
E. Towson. The booklet is of timely interest 
because of efforts to broaden the employment 
of acceptance finance in stimulating busi- 
ness recovery. 
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BIT OF SOUND ECONOMIC PHILOSOPHY 
FROM HAWAII 

J. R. Galt, who has been foremost in in- 
terpreting and applying modern trust service 
in Hawaii as manager for many years and 
subsequently as president of the Hawaiian 
Trust Company, Ltd., the pioneer trust com- 
pany in the mid-Pacifie isle, is a student of 
economic philosophy as well as a successful 
practical banker. In the latest issue of that 
clever little monthly publication of the Ha- 
waiian Trust Company called “The Hawaiian 
Trustee,’ Mr. Galt expresses some well 
grounded conclusions of timely economic in- 
terest. He writes: 

“Old-time economists used to teach that 
there was a limited amount of money which 
made up the wage fund of the world and 
that this money had to be divided amongst 
all workers. If the number of workers in- 
creased, the amount each received must 
necessarily be less. It doesn’t seem possible 
that any such foolishness could have been 
taught by men who professed to be trained 
thinkers. Only those few rich people who 
were custodians of the wage fund were sup- 
posed to enjoy the luxuries of the world. 
As a result of that wrong thinking, we had 
millions of men and women who worked 
long hours for low wages, lived like low 
animals, and looked up to their over-lords 
who lived in what passed then for luxury. 


“Today the enlightened leaders preach no 
doctrine of limitations. They know that the 
universe contains an unlimited supply of 
whatever it is all men and women need for 
their development. The problem is only one 
of adjustment. When we have what is called 
over-production we know it isn’t actually 
over-production when viewed from the point 
of view of filled human needs. It simply 
means that more has been produced thau 
ean be bought. To remedy this, what is 
needed, among other things, is to see that 
more money gets into the hands of the mil- 
lions of consumers. The more money the 
workers have, the greater their purchasing 
power, the greater the market for all kinds 
of goods, and the more prosperous the na- 
tion. 


“Those who think in terms of low wages 
are shallow thinkers.” 


Merger of two affiliates of the Old Na- 
tional Corporation of ‘Spokane, was effected 
recently at Coeur d’Alene, Idaho. The Ameri- 
ean Trust Company and the First National 
Bank of that city have consolidated under 
the title of the American Trust Company. 


CHANGE IN CAPITAL STRUCTURE OF 
NORTHWEST BANCORPORATION 
APPROVED 

Stockholders of Northwest Bancorporation 
at a recent meeting approved a plan by which 
good will was eliminated and the corpora- 
tion’s investments in capital stock of banks 
and investment companies now are carried 
on a net tangible asset basis. The number of 
shares of stock authorized was reduced from 
six million to two million and $50 par value 
changed to stock without par value. 

The net tangible asset value of the 1,614,- 
531 shares of stock outstanding not includ- 
ing good will and after setting apart a re- 
serve for contingencies of $14,000,000 as of 
October 31, 1932, is represented by capital 
and surplus of $29,265,055.40, equivalent to 
$18.12 a share. With 1,614,531 shares out- 
standing there is a margin of 320,499 un- 
issued shares for future requirements. 

Net operating earnings for the year are 
estimated at $4,500,000 before charge-offs, 
which compares with $5,700,000 for the year 
1931. 

According to E. W. Decker, president of 
Northwest Bancorporation: “Heretofore, in- 
vestments in capital stocks of banks and 
other affiliated companies have been carried 
on the corporation’s books at a figure which 
includes the value of the business and good 
will of such affiliates. It now is proposed, 
in the interests of conservative accounting, 
to carry all investments in capital stocks of 
banks and other affiliated companies on a 
net tangible asset basis and not to reflect 
in the corporation’s statements the valuable 
good will resulting from the long-established 
business of constituent banks and other af- 
filiated companies.” 


WISCONSIN BANKSHARES TO REDUCE 
CAPITAL 

Directors of the Wisconsin Bankshares 
Corporation have voted to reduce the capital 
from 10,000,000 shares of $10 par value to 
2,000,000 shares of no par value, by offering 
shareholders one new share in exchange for 
five old. After giving effect to this change, 
the capital and surplus, as of November 30, 
1932, would be $27,578,361, equivalent to 
$14.01 per share for the 1,967,273 shares 
which will be outstanding. The number of 
shareholders of the corporation increased 
from 5,683 on March 31, 1930, to 10,177 on 
September 30, 1932. 


The First Wisconsin Group of banks made 
available to members of Christmas savings 
clubs for 1932 a total of $1,553,000. 
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ATTRACTIVE NEW HOME OF IOWA-DES MOINES NATIONAL BANK 


After fifty-seven years of banking service 
in Iowa, the Iowa-Des Moines National Bank 
& Trust Company makes another fine con- 
tribution to Des Moines progress in the re- 
cent opening of its new home, covering half 
a block at Sixth and Walnut streets. The 
new five-story building of this, Iowa’s larg- 
est banking institution, will for many years 
to come stand as a fitting monument to the 
record of service begun by the Iowa Na- 
tional Bank in 1875, and the Des Moines 
National Bank in 1881, merged in 1929. 

Designed in Italian Renaissance style, 
modified to modern requirements, the build- 
ing is planned for the future and contem- 
plates possible extension to twenty-two stories 
in height of setback type. The lower floor, 
providing over 10,000 square feet of space, 
will accommodate shops, the main banking 
floor being located on the second floor in 
accordance with modern, economical practice, 
and is approached by an impressive flight of 
Italian travertine steps from the main en- 
trance. Bronze gates at the foot of the steps 
disappear during banking hours and give un- 
obstructed view of the banking room, three 
stories in height extending a full half block 
in length, with no columns to break the ex- 
panse. Low counters of figured walnut run 
in front of art metal cages with glass wickets, 
dispensing with metal grilles. Officers’ quar- 
ters are located at the north end of the 
room as well as private offices which are pan- 
eled in Iowa walnut. The Iowa-Des Moines 
Company, investment affiliate, has separate 
offices at the east end of the floor. The trust 
department occupies attractive private offices, 
counter facilities and clerical space on the 
east side of the mezzanine floor, opposite to 
the directors’ room which has interesting in- 
novations of a small executive committee 


STATELY NEw HOME OF THE IOwA-DES MOINES 
NATIONAL BANK AND TRUST COMPANY 


platform, fronting a semi-circular arrange- 
ment for seating the directors. 


Externally the building presents a one- 
story base of polished black granite, the 
upper stories being of Indiana limestone. The 
interior is of equally dignified appearance, 
relieved by rich Italian blues and reds in 
ceiling and draperies. Foundations and struc- 
tural members are designed to allow the 
addition of seventeen office floors without dis- 
turbance to banking facilities, the same wise 
business judgment being shown in having 
taken advantage of prevailing low construc- 
tion and material costs which will be re- 
flected in proportionately lower carrying 
costs. 


Modern technique and mechanical devices 
have been employed in the installation of 
safe deposit vaults covering 2,500 square 
feet area in the basement, with a series of 
twenty-eight coupon rooms adjoining, and 
nearby cages for special and payroll de- 
posits. Noise and confusion are eliminated 
by segregation of clerical forces on the fourth 
floor, including mimeograph, analysis and 
transit departments, by a complete air con- 
ditioning system and sound insulation in all 
ceilings. Other services provided include a 
night depository, burglar alarm and mes- 
senger service facilities connected to each of 
the thirty-eight tellers’ cages and store rooms, 
utilizing otherwise waste space. 


That the Iowa-Des Moines National Bank 
& Trust Company occupies an integral place 
in Iowa finance is evidenced by the latest 
statement of the bank, showing total re- 
sources of over thirty million. Lewis C. 
Kurtz is chairman of the board, Clyde E. 
Brenton, chiarman of the Executive Com- 
mittee, W. H. Brenton, one of the youngest 
bank presidents of the country, is the chief 
executive and Clyde Doolittle is trust officer. 


The Twin Falls Bank & Trust Company of 
Twin Falls, Idaho, which closed on October 
1st, has resumed business with capital of 


$100,000 and $10,000 surplus. M. J. Neuman 


is president. 


The Northwestern National Bank of Mil- 
waukee recently began to function as a 
branch office of the First Wisconsin National 
Bank of that city. It is now known as the 
Northwestern Office, and is in charge of 
Louis H. Noll as manager, and L. L. Wahl, 
assistant manager. 
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Thoroughly organized to handle your Baltimore 
Banking and Fiduciary Business 
promptly and effectively 


MARYLAND TRUST COMPANY 


Main Office: N. W. Cor. Calvert and Redwood Streets 
BALTIMORE 
MEMBER FEDERAL RESERVE SYSTEM 








BANK OF MANHATTAN COMPANY MERGER EFFECTIVE 


Stockholders of the Manhattan Company 
of New York have approved the plan sub- 
mitted by the board of directors and thus 
giving effect to merger of the ‘business of 
the Bank of Manhattan Trust Company and 
of the International Acceptance Bank, Inc., 
into the Manhattan Company. The banking 
business will be conducted in the name of 
Bank of Manhattan Company, a name dis- 
tinguished in New York banking history fer 
more than a century. The stockholders also 
approved the distribution to shareholders of 
the Manhattan Company of the ownership of 
the stock of the New York Title & Mortgage 
Company through the medium of the New 
York Title & Mortgage Corporation. At a 
subsequent meeting of the board of directors 
of the Bank of Manhattan Company a quar- 
terly dividend at the rate of $0.50 per share 
was declared and distribution of one share 
of capital stock of the New York Title & 
Mortgage Corporation for each share of Man- 
hattan Company, was also declared. 

The first financial statement of the Bank 
of Manhattan Company, following the con- 
solidation, as of November 26th, shows com- 
bined resources of $461,495,316; deposits, 
$360,120,009; capital, $20,000,000; surplus, 
$30,000,000 ; undivided profits, $6,816,466 and 
reserve for contingencies of $12,394,751. 

Merger of the Bank of Manhattan Trust 
Company into the Manhattan Company 
called for an agreement whereby authority 
was received from the state banking depart- 
ment conveying trust powers under the desig- 
nation of “President and Directors of the 
Manhattan Company.” 

The Bank of the Manhattan Company re- 
cently opened its eighty-first branch office 
at 3022 Church avenue, Brooklyn, the former 


site of the Lincoln Savings Bank. Charles A. 
Wege, Jr., has been appointed manager. 


The Bank of the Manhattan Company 
mailed checks amounting to $3,083,330 to 
the 78,212 members of its 1932 Christmas , 
Club. This is one of the largest Christmas 
Clubs in the United States having been 
founded fifteen years ago in the Borough of 
Queens by the Bank of the Manhattan Com- 
pany. The bank’s records show that over 
388 per cent of the money accumulated in 
Christmas Clubs goes for Christmas pur- 
chases and over 37 per cent goes into perma- 
nent savings. The balance is used in paying 
mortgage interest, taxes, life insurance pre- 
miums and other commitments. 


NORTH AMERICAN BOND TRUST 

The recent formation of the North Ameri- 
ean Bond Trust in New York represents a 
departure in investment trust operations. 
Bonds rather than stocks form the new in- 
vestment channel which is sponsored by the 
Distributors Group, Inc., of which Hugh W. 
Long is president. Certificates will be of- 
fered through a nationwide group of dealers. 
upward of 2,400 separate bond issues were 
analyzed in the selection of bonds with 
utility bonds in the portfolio including obli- 
gations of operating companies in 41 states. 

This organization is not a corporation but 
a trusteeship under indenture. Participation 
in it is acquired through the purchase of 
certificates of interest, all of equal size, and 
new funds are invested in any of the 
bonds on the list or subsequent new issues 
meeting the standards of the indenture, 
with the provision limiting the extent to 
which funds may be put in any one issue. 
This trust has a portfolio at the outset of 
more than 200 bonds. 
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KINGS COUNTY TRUST COMPANY 


342, 344 & 346 Futton St., Borough of Brooklyn, City of New York 


Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $614,000.00 


JULIAN P. FAIRCHILD, Presiaen: 


WILLIAM } WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-President 


BRANCH BANK EXPANSION IN NEW 
YORK 

In view of the prospective debate on branch 
banking in Congress, it is interesting to note 
that branch banking expansion has been going 
on actively in New York City despite the de- 
pression. Although there is a net decrease 
of 84 in number of banking offices since 1930 
there has been notable extension of offices 
by the larger banks and trust companies. The 
net decrease is due to the disappearance 
from the scene of a number of banks and 
trust companies by reason of merger and 
several closings. 

A recent count shows a grand total of 703 
banking offices in Greater New York, em- 
bracing 557 branches, 72 branch banking in- 
stitutions and 74 non-branch banks. The 
Bank of Manhattan Company leads the pro- 
cession with 80 branch offices, an increase of 
16 since 1930. The National City Bank fol- 
lows with 74 branches, an increase of 35 in 
number. Corn Exchange Bank has 72 branch 
offices, an increase of four. Manufacturers 
Trust Company follows with 57 offices, an 
increase of 12; Chase National Bank with 
44, an increase of 17. Others in the list 
of larger branch banking institutions are the 
Brooklyn Trust Company with 28, gain of 
five; Irving Trust 25, gain of five; Central 
Hanover Bank & Trust Company 16, increase 
of three; Chemical Bank & Trust Company 
13, increase of one. Based on population 
there is in New York one bank for every 
9,800 people. State chartered banks and 
trust companies exceed national banks, the 
former numbering 50 and the national 35. 


The New York Federal Reserve Bank has 
joined the five-day-week plan which enables 
the bank to aid in the unemployment situa- 
tion by adding to its regular staff of 2,200. 
The Bankers Trust Company & Guaranty 
Trust Company of New York have also 
adopted the “spread-the-work” plan. 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 


BROAD RULING BY NEW YORK STOCK 
EXCHANGE 

Following closely upon a series of recent 
rulings to prevent speculative abuses the 
New York Stock Exchange has adopted a 
new regulation which goes far in denying 
trading for employees of banks, trust com- 
panies, insurance companies, corporations, 
newspapers and firms without written con- 
sent from employers. The regulation reads: 

“No member of the Exchange or firm reg- 
istered thereon or partner thereof shall, di- 
rectly or indirectly, give any compensation 
or gratuity for services rendered or to be 
rendered or for any other purpose to any 
employee of a bank, trust company, insur- 
ance company, or of any corporation, asso- 
ciation, firm or individual engaged in the 
business of publishing any newspaper, news 
service or statistics or information in regard 
to securities, or engaged in the business of 
dealing, either as broker or as principal, in 
stocks, bonds or other securities in any form, 
bills of exchange, acceptances or other forms 
of commercial paper, without first obtaining 
the written consent of the employer to the 
giving of such compensation or gratuity and 
filing written notice of such consent with the 
committee of arrangements.” 


George W. Davison, president of the Cen- 
tral Hanover Bank & Trust Company of New 
York, has been appointed a member of the 
executive committee of the United Fruit Com- 
pany, succeeding the late E. K. Hall. 

B. A. Tompkins, vice-president of the Bank- 
ers Trust Company of New York has been 
elected a director of Cheney Brothers, silk 
manufacturers. 

George T. Newell, formerly assistant see- 
retary, has been appointed assistant vice- 
president and Robert C. Baker, formerly as- 
sistant manager, has been appointed assist- 
ant secretary of the Manufacturers Trust 
Company of New York. 
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New York 


PROSPECTIVE BANKING LEGISLATION 
PROGRAM AT ALBANY 


Judging from preliminary conferences and 
surveys the approaching session of the New 
York Legislature at Albany will not under- 
take any radical or experimental change in 
banking and trust company laws but will 
deliberate on bills of a constructive nature. 
The ground has been fairly covered at con- 
ferences between the joint legislative com- 
mittee on banking and the members of the 
State Banking Board created at the last ses- 
sion of the legislature. A number of recom- 


mendations by Superintendent Broderick will 
probably receive early attention, particularly 


to an amendment which will enable the su- 
perintendent to step in and insist upon 
obedience to laws without going to the ex- 
treme of closing a bank. The amendment 
would give the superintendent power to re- 
move from office any bank official who failed 
to comply with the law or instructions com- 
ing from the superintendent’s office. Other 
proposals include the clarification of powers 
reposed in the new state banking board and 
methods of expediting the liquidation of 
small banks which have been closed. 

One of the most important legislative pro- 
posals scheduled for the coming session is 
a bill to establish a central bank of discount 
for mutual savings banks. This is not in- 
tended to guarantee savings banks deposits 
but to assure a greater degree of liquidity 
for the assets of savings banks, particularly 
real estate mortgage securities. The plan has 
been approved by the mutual savings bank- 
ers of New York State through their state 
and regional associations and it also has the 
approval of the joint state legislative com- 
mittee. 

The new institution would have nominal 
capital funds of $1,000,000 to $1,500,000 when 
established, with possibilities of expanding 
the resources of $150,000,000. This initial 


fund would represent one-fortieth of one per 
cent of the total savings bank deposits in 
the state of over $5,225,000,000, if all the 
banks subscribe, as expected. The proposed 
institution would be non-competitive with 
other financial institutions. 


EXTRA DIVIDEND CONTINUED BY CEN- 
TRAL HANOVER BANK & TRUST CO. 
Extra dividends by banking institutions or 

corporations are so rare these times that such 
announcements arouse unusual attention. In 
declaring an extra annual Christmas divi- 
dend of $1 per share, the board of directors 
of the Central Hanover Bank & Trust Com- 
pany of New York continue a custom of many 
years and justified by current earnings. This 
extra dividend is in addition to the regular 
quarterly dividend of $1.50 per share. 

The Central Hanover has maintained a 
record of activity and constant growth dur- 
ing the past and previous years which com- 
pare favorably with the more prosperous 
years before business depression. The vol- 
ume of individual and corporate trust busi- 
ness has expanded notably from year to year. 
The banking deposits as reported under date 
of September 30, 1932 aggregated over $560,- 
000,000 with capital of $21,000,000; surplus 
and undivided profits of $70,119,500. 


GERMAN CREDIT AGREEMENT 

Albert H. Wiggin, chairman of the com- 
mittee on the German Credit Agreement of 
1932, recently made the following statement: 
“In accordance with the German Credit 
Agreement of 1932 a meeting will be held in 
January for the revision of the present 
agreement which expires at the end of Febru- 
ary, 1933. The meeting will convene on 
January 30th in Berlin.” 


The thirteen largest of the New York City 
banks and trust companies distributed a 
total of $102,072,000 to stockholders in the 


form of dividends during 1932. 
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Curnton D. Burpick 
President 


Freperick P. Conpitr 
Executive Vice-President 


New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 BrRoaDWAyY 
New York 


TAXATION OF INVESTMENT TRUST CER- 
TIFICATES AND TRANSFERS 

To clear away misapprehension the New 
York State Tax Commission has issued a 
statement as to the application of the stock 
transfer law to fixed trusts and taxation of 
certificates representing participation inter- 
ests in fixed trusts. The statement is to the 
effect that taxes to be paid on sale, transfer 
and assignment of fixed investment trust cer- 
tificates should be based on underlying stocks 
of the trust and not on the issued certifi- 
cates of interest. Such certificates are tax- 
able according to the opinion of the Attorney 
General and not subject to deferment or 
postponement. Default in payment of stock 
transfer tax renders delinquent liable to 
penalties. 


TRUST COMPANIES FUNCTION UNDER 
CHARITABLE TRUSTS 

The annual charitable appeal fostered by 
the New York J'imes to provide relief funds 
for a selected list of “one hundred neediest 
eases” derives regular and substantial sup- 
port from a number of trusts wherein the 
annual income is devoted to this fund. Sev- 
eral of these charitable trusts enlist the serv- 
ices of trust companies as trustees adminis- 


175 REMSEN STREET 
BROOKLYN 


tering the principal and income-producing se- 
eurities. One of these charitable trusts, 
amounting to $100,000, is provided by the 
estate of James B. Wilbur, the securities of 
which are held by the Bankers Trust Com- 
pany. Another trust of $50,000 provided in 
the will of Robert Graves, named the City 
Bank-Farmers Trust Company as co-execu- 
tor. 


SUBSCRIPTION TO NEW YORK STATE 
GOLD BONDS 


The credit of New York State occupies 
a position comparable with that of the United 
States Government judging from the success- 
ful terms in recent sale of $30,400,000 gold 
bonds, due variously from one to fifty years, 
sold to a syndicate at a record low interest 
cost to the state of 3.073 per cent. Bidding 
was keen for these bonds issued for emer- 
gency unemployment relief, general state im- 
provements and elimination of grade cross- 
ings. The bonds were awarded to a large 
syndicate of banking and investment houses 
headed by Chase Harris Forbes Corporation. 
They are legal for trust and savings funds in 
New York, Massachusetts, Connecticut and 
other states. 
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CORPORATION TRUST COMPANY OB- 
SERVES FORTY YEARS OF EXPANSION 

Just forty years ago the Corporation Trust 
Company of New York originated the now 
generally accepted idea of organized and Ssys- 
temiatized service to attorneys in corporate 
representation of their clients. With the 
growth of corporations during the past forty 
years this type of service has become prac- 
tically indispensable to corporate organiza- 
tion and to law offices, large and small, in the 
carrying out of corporate plans and statu- 
tory requirements. From a little office in 
Jersey City the Corporate Trust Company’s 
facilities have become nationwide with of- 
fices in every key city. This places lawyers 
in personal touch with all the resources of 
this great organization. 


The Corporation Trust Company has never 
lost leadership in its field of service. It has 
constantly enlarged the scope of facilities to 
include Federal and ‘State tax information 
which is particularly adaptable to the needs 
of corporations, to banks and trust compa- 
nies as well as lawyers. Many other spe- 
cialized services are provided in the wide 
scope of operations, including nationwide cov- 
erage of legal decision, stock transfer guid- 
ance and legislative advice affecting both 
federal and state developments. 


EDWIN PERRY CLARK 

Edwin Perry Clark, one of the foremost 
American authorities on subjects pertain- 
ing to real estate titles and for nearly fifty 
years associated with the Brooklyn office of 
the Title Guarantee and Trust Company of 
New York, of which he was assistant coun- 
sel, died recently at his home in Brooklyn 
at the age of seventy-two. He joined the 
Brooklyn staff in 1884 and founded the plant 
and maintenance department of the Title 
Guarantee and Trust Company. 

Mr. Clark maintained a life long study 
in ancient as well as contemporary title lore, 
including researches into old Colonial grants 
and patents on Long Island. Because of his 
researches he was largely responsible for 
verifying and perfecting titles to meadow- 
lands in the Gravesend, Flatlands and New 
Lots area of Long Island. He was also 
the author of a number of technical books 
dealing with such subjects as title examina- 
tion and standards of linear measure and 
collected a most extensive library on such 
subjects. Mr. Davis was born in Brooklyn 
in 1860. He graduated from the Columbia 
School of Mines and subsequently received 
a law degree from the Columbia Law School. 
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PENSION AND RETIREMENT PLANS FOR 
CHASE NATIONAL EMPLOYEES 

Plans are being prepared for a compre- 
hensive pension and retirement system for 
the benefit of the staff of employees of the 
Chase National Bank of New York. Definite 
announcement will soon be made according 
to statements made by Winthrop W. Aldrich, 
vice-chairman and president of the bank in 
the course of an address at the recent annual 
meeting of the Chase Bank Club, comprising 
the employees of the Chase National Bank 
and its affiliates. The meeting was held 
at the Hotel St. George in Brooklyn and was 
attended by about three thousand employees. 
Short addresses were also made by Albert H. 
Wiggin, chairman of the Governing Board of 
the bank and John R. Macomber, chairman, 
board of directors of the Chase Harris Forbes 
Corporation. 

Reeve Schley, vice-president of the Chase, 
distributed awards to winners of the Cannon 
prize contest in which over 600 employees 
participated. This contest is an annual 


event in which an examination on banking 
topics is held. The fund which provides the 
prizes was donated some years ago by the 
Hon. Henry W. Cannon, senior director and 
at one time president of the bank. The first 
prize for men was awarded to Paul J. Linson, 
and the first prize for women to Anna Gilroy, 


both of the head office of the bank. Other 
awards were as follows: For men employees, 
second prize, Bernard J. Borneman; third 
prize, Frank A. Richards; fourth prize, 
Robert Whytock; fifth prize, Robert Borsig. 
For women, second prize went to Mary A. 
Burdych. 

Another award announced at the meeting 
was the annual Samuel H. Miller prize for 
the Chase graduate of the American Insti- 
tute of Banking who achieved the best all- 
around ranking in his studies. The award 
went to Robert Whytock who is a member 
of \the staff of the bank’s Pennsylvania 
branch. 

The new officers of the Chase Bank Club 
for the year as announced at the meeting 
are as follows: President, Clarence H. Beck- 
er; first vice-president, Myron B. Schumach- 
er; second vice-president, Charles B. Newton; 
secretary, Mary MacDonald; _ treasurer, 
Herman Mau. 


At their annual meeting January 10, 1933, 
stockholders of the Chase Securities Corpora- 
tion will consider a proposal to change all 
the previously authorized shares without par 
value into the same number of shares of 
par value of $5 each. 
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FREDERICK J. FULLER ELECTED PRESI- 
DENT NEW YORK TITLE & MORTGAGE 
COMPANY 

Frederick J. Fuller has relinquished his 
office as vice-president of the Central Han- 
over Bank & Trust Company of New York to 
assume his new duties as president of the 
New York Title & Mortgage Company, suc- 
ceeding George T. Mortimer who has resigned 
but remains as a director and member of the 
executive committee. Mr. Fuller becomes 
president of the New York Title coincident 
with the recent adoption of a plan whereby 
the Manhattan Company is distributing to 
its shareholders its ownership of over 98 
per cent of the stock of the New York Title 
& Mortgage. The latter will again function 
as an independent organization as in pre- 
vious years. 

Mr. Fuller has been prominent in the trust 
field for many years. As a senior vice-presi- 
dent of the Central Hanover Bank & Trust 
Company he has been in charge of the per- 
sonal and corporate trust department of the 
company, devoting particular attention to the 
real estate and mortgage investment field. 
He joined the staff of Central Trust Com- 
pany in 1914 becoming a vice-president in 
1916. After the merger of Central and Union 
Trust Companies, he continued as vice-presi- 
dent with Central Union. After the merger 


FREDERICK J. FULLER 


Recently elected President of the New York Title and 
Mortgage Company 
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of Central Union and the Hanover National 
Bank to form the Central Hanover Bank & 
Trust Company, he also continued as vice- 
president and trust officer. Prior to 1914 
Mr. Fuller practiced law in New York. He 
is a graduate of Xavier, A. B. 1901, and Co- 
lumbia Law School, L.L.B. 1904. 

The New York Title & Mortgage Company 
has its main office at 141 Broadway with 
nine other offices located in various sections 
of the city, Long Island and Westchester. 


CHEMICAL BANK TO COMPLETE 
ABSORPTION OF AFFILIATE 

Shareholders of the Chemical Bank & 
Trust Company of New York will be asked 
at their annual meeting on January 18 to 
approve the final measures necessary to the 
absorption of its affiliate, the Chemical Se- 
curities Corporation. A total of about $14,- 
500,000 of highly liquid assets has been trans- 
ferred from the affiliate to the bank, where 
they were credited to a special reserve ac- 
count. The measures now proposed to com- 
plete the operation involve the cancellation 
of 100,000 shares of the trust company’s stock 
held by the security company. This cancel- 
lation will involve a $1,000,000 reduction in 
the capital shares of the bank, but no de- 


cline in the total capital funds of the insti- 


tution. It will have the effect of raising the 
book value of Chemical Bank shares to about 
$34 against approximately $32 last Septem- 
ber. 

Total capital funds of the trust company 
now amount to about $67,000,000, divided into 
21,000,000 capital and $46,000,000 surplus 
and undivided profits. After absorption of 
the affiliate, these funds will be unchanged 
in sum, but capital will be $20,000,000 and 
surplus and undivided profits, $47,000,000. 


The stock transfer division of the trust 
department of the Manufacturers Trust Com- 
pany of New York, is now located on the 
fifth floor of 45 Beaver street. 

Walter G. Wigand has been appointed an 
assistant manager of the foreign department 
of the Commercial National Bank & Trust 
Company of New York. 

The Empire Trust Company of New York 
is dividend disbursing agent of the Amerada 
Corporation. 

The Fitrust Corporation, originally organ- 
ized as the investment affiliate of the Fidelity 
Trust Company of New York City, has sepa- 
rated its stock ownership from the Marine 
Midland Trust Company of New York, the 
successor to the Fidelity Trust Company. 
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O. G. ALEXANDER ELECTED PRESIDENT 
OF NEW YORK FINANCIAL ADVERTISERS 
O. G. Alexander, assistant vice-president 
of the Bank of The Manhattan Company, was 
elected president of the New York Financial 
Advertisers at the recent annual meeting of 
that association and of which he was one of 
the organizers. Vice-presidents were elected 
as follows: A. B. Baxter, advertising mana- 
ger of the American Bankers Association 
Journal; John Donovan, advertising manager 
of the Central Hanover Bank & Trust Com- 
pany; Rolland Palmedo, advertising mana- 
ger of Lehman Brothers, and Donald Price, 
assistant secretary of the Franklin Savings 
Bank, were elected vice-presidents. Anne 
Sadler, assistant trust officer of the Bank 
of The Manhattan Company, was made treas- 
urer. Tracy M. Purse, vice-president of The 
Purse Company was re-elected secretary. 


O. G. ALEXANDER 


Assistant Vice-president of the Bank of The Manhattan 
Co., who has been elected President of the New York 
Financial Advertisers 


The Chase National Bank leads all other 
banks in the number of members and stu- 
dents enrolled by the New York Chapter, 
A. 1. B. 

A new commodity price index, based on 
15 staple items, weighted according to their 
relative importance, has just been computed 
by Moody’s Investors’ Service and will be a 
regular feature. 


“Only $3 for 
all this?” 


You’ll be surprised, too, when you see how 
much luxury and convenience you can 
enjoy at the Hotel Lexington for as little 
as $3 a day. 

And here’s another fact that'll make your 
expense account beam with gratitude—it 
costs only $1 a day more for two persons at 
the Lexington. A room which is $3 for one, 
for instance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve. at 48th St 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen’l Manager 





PROGRESS OF THE FIDUCIARY TRUST 
COMPANY 

The Fiduciary Trust Company of New 
York has maintained progress of a character 
which amply justifies the wisdom of the 
policy of confining functions to that of per- 
sonal trust and investment management. No 
banking service is provided save the ac- 
ceptance of deposits which do not involve 
lines of credit. Exceeding expectations of 
the management the annual income at the 
end of the first year of business, May 31, 
1932, was at a rate in excess of annual 
expenses. 

Deposits since May 15, 1931, the opening 
date, have increased steadily to a total of 
$8,401,000 reported Sept. 30, 1932. Capital 
is $1,000,000; surplus and undivided profits, 
$1,000,000. An interesting and timely book- 
let has been issued by the company entitled 
“Advanced Policies in Managing Trusts and 
Investments.” Pierre Jay is chairman of the 
board and Daniel W. MacCormack, president. 


The Manufacturers Trust Company of New 
York has issued a “Compendium of 1932 


New York State Taxes” and a folder de- 
scriptive of trust services for corporations. 
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FACTS ABOUT THE MARINE MIDLAND 
STATEWIDE BANKING GROUP 

Group banking as conducted in New York 
State by the Marine Midland Group has 
demonstrated qualities of stability and serv- 
ice which acquire particular significance in 
connection with unusual tests imposed upon 
banking management during the past few 
years. Membership in this group has become 
a label of safety. Several instances have oc- 
curred where the influence and cooperation 
from Marine Midland Group banks have 
saved local situations from becoming serious. 

There are twenty-two banks in the Marine 
Midland Group embracing strong and suc- 
cessful institutions in leading cities of the 
Empire State. The Marine Midland Corpora- 
tion owns more than 98 per cent of the stock 
of these banks and in turn the Marine Mid- 
land Corporation is owned by over 23,000 
stockholders, of whom more than 80 per cent 
are residents of the state. Coordination of 
the banks is effected through the Marine Mid- 
land Group, Inc., a service corporation owned 
by the banks. The average age of the banks 
in the group is over fifty years. 

Combined resources amount to over $450,- 
000,000 with service to 350,000 depositors. 
The parent institution is the Marine Trust 
Company of Buffalo. In New York City the 
member bank is the Marine Midland Trust 
Company. 

Clifford L. Strang, who has been assistant 
secretary of the Marine Trust Company of 
Buffalo, has been elected a vice-president of 
the First Trust Company, at Tonawanda, 
N. Y., and the State Trust Company at 
North Tonawanda. Both banks are mem- 
bers of the Marine Midland group. 


At a recent meeting of the directors of the 
Harriman National Bank & Trust Company 
of New York, Leslie T. Pidwell and Lawrence 
N. Woodward were appointed trust officers. 


The Brooklyn Trust Company has applied 
to the State banking department to transfer 
its Prospect Park Office at 562 Flatbush ave- 
nue to larger quarters formerly occupied by 
a branch of the Bank of United States at 
722 Flatbush avenue, which is equipped with 
safe deposit facilities. 

“How to Strengthen Municipal and State 
Credit” is the major theme selected for the 
annual eastern savings conference sponsored 
‘by the Savings Division, A. B. A., which will 
be held at the Waldorf-Astoria in New York 
January 26 and 27, 1933. 
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REMINGTON-RAND SETS NOTABLE 
PRECEDENT 

A challenge to arouse the type of practical 
confidence which is necessary to bring about 
a return of prosperity is the announcement 
by James H. Rand, Jr., president of Reming- 
ton-Rand, Inec., that employment at their 
factories has been further increased, and 
urging other manufacturers to similar con- 
certed action. Following sales increases for 
the third consecutive month, over 3,400 peo- 
ple have been added since August to the 
company’s payroll, with eight of the princi- 
pal plants operating four days a week. 

Mr. Rand strikes the keynote of our major 
problem in the following statement, which 
deserves strong support from every large em- 
ployer of this country: “The time has ar- 
rived for concerted action by all manufac- 
turers. The resources and credit are avail- 
able to reopen plants. The uptrend must be 
turned into a solid revival before winter 
comes. This can be achieved only through 
nationwide action.” A practical proposal for 
accomplishment of this objective is that ev- 
ery chamber of commerce mobilize its manu- 
facturer members to reopen plants and in- 
crease production of inventory for at least 
sixty days, with the knowledge of present 
depleted inventories in nearly all lines and 
of the buying response which will be engen- 
dered by a nationwide increase of payrol) 
and consequently purchasing power and con- 
fidence. 


| 
The TAX MAGAZINE 


A monthly magazine, now in 
its eleventh year of publication, 
containing articles by leading 
tax specialists on Federal, state 
and local tax problems involv- 
ing banks and trust companies, 
corporations and individuals. 


Supplementing the signed ar- 
ticles are current tax news, 
commentaries on tax develop- 
ments, digests of court decisions 
and administrative rulings re- 
lating to taxation. 


In many instances single ar- 
ticles have given a clue to tax 
savings worth many times the 
subscription price of $4.00 a 
year. Write for special trial 
offer. 


QomieRcE, 


LOOSE LEAF — DIVISION 


NEW YORE CHICAGO 
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The New York Community Trust has dis- 
persed for charitable and kindred purposes 
approximately three-quarters of a million 
dollars during the past four years. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 


Surplus and 
Undivided 
Profits Deposits 
Sept. 30, 1932 Sept. 30, 1932 


Anglo-South American Trust Co 


Banca Commerciale Italiana Trust Co...... 


Bank of The Manhattan Co 


Bank of New York & Trust Co............ 


Bankers Trust Co 
Bronx County Trust Co 
Brooklyn Trust Co 


Central Hanover Bank and Trust Co....... 


Chemical Bank & Trust Co. 
City Bank Farmers Trust Co 
Continental Bank & Trust Co 
Corn Exchange Bank & Trust Co 
Corporation Trust Co 
County Trust Co 

Empire Trust Co 

Fiduciary Trust Co 

Fulton Trust Co 

Guaranty Trust Co 

Irving Trust Co 

Kings County Trust Co 
Lawyers Trust Co 
Manufacturers Trust Co 


$1,000,000 
2,000,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 


15,000,000 
,000 
2,000,000 
6,000,000 
1,000,000 
2,000,000 
90,000,000 
50,000,000 
500,000 
3,000,000 
32,935,000 
10,000,000 
12,500,000 


2:000,000 


$730,800 
2,062,700 
34,566,500 
9,134,200 
77,007,600 
520,500 
12,331,200 
70,119,500 
45,640,900 
11,925,600 
6,754,900 
22,740,800 
125,700 


180,830,200 
75,148,000 
6,642,000 
2,597,700 
22,125,700 
7,075,800 
22,093,500 
21,218,400 
27,019,800 


$3,010,000 
11,440,500 
371,335,500 
109,457,000 
600,047,100 
13,544,000 
113,817,500 
560,525,000 
307,134,400 
42,576,300 
35,739,600 
219,717,500 
68,000 
16,670,300 
61,947,900 
8,401,900 
16,319,900 
996,192,400 
396,635,500 
25,267,400 
13,652,200 
375,181,100 
61,852,700 
256,338,800 
36,142,700 
63,197,800 


1590 1690 
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Philadelphia 


Special Correspondence 


COORDINATING STATE AND FEDERAL 
BANKING CONTROL 

Pennsylvania is the center of a nationwide 
movement which seeks to elevate the stand- 
ards of banking safety and management, not 
by arbitrary or discriminatory legislation, 
but by securing closer alignment between the 
federal and state laws governing banking 
operations as well as in matters of official 
supervision. This policy which is being vig- 
orously advocated through the office of the 
banking department of Pennsylvania sets up 
as the first principle that supervision of 
federal and state banking systems should 
not be regarded as competitive and each 
jealous of its own prerogatives, but that they 
have a common ground and purpose in pro- 
tecting the public through wise laws and 
sound management. 

This movement which strives to reconcile 
rather than antagonize the forces pledged to 
either federal or state banking, owes its in- 
ception to William D. Gordon, Secretary of 
Banking for Pennsylvania who is chairman 
of a special committee appointed by the Na- 
tional Association of Bank Supervisors to 
enlist cooperative action between state bank- 
ing supervisors and the office of the Comp- 
troller of the Currency so as to strengthen 
the entire banking structure, coordinate su- 
pervision, examinations and render laws 
more uniform and potential. The practica- 
bility of such approach to major banking 
problems is already being demonstrated in 
the commonwealth. Pennsylvania bank ex- 
aminers are instructed to cooperate wher- 
ever possible with federal bank examiners. 

One example may be cited of how the Penn- 
sylvania plan makes for constructive prog- 
ress in uniting the federal and state banking 
supervisory forces. It was through the in- 
itiative of Secretary Gordon that a plan of 
handling bond and stock depreciation in 
banking portfolios on a scientific basis, was 
put into operation in this commonwealth. 
This plan has since been adopted by the 
office of the Comptroller of Currency in the 
supervision and examination of national 
banks and has also become established pol- 
icv in most other states in application to in- 
vestment holdings of state banks and trust 
companies. This is regarded as but one of 
numerous avenues by which federal and 
state banking authorities may operate to mu- 
tual advantage. In principle the idea of co- 
operation for which the Pennsylvania bank- 
ing department stands and which meets 
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with generous approval of state banking su- 
pervisors, is directly opposed to the move- 
ment sponsored at Washington which aims 
to enact legislation favoring national banks 
which would result in forcing state banks 
into the national system and ultimately ban- 
ish both the independent banking system 
and destroy the autonomy of state banking. 

Another constructive step sponsored by the 
banking authorities of Pennsylvania is that 
of making intensive research of all banking 
laws with a view of adopting the best laws 
in strengthening the code of this common- 
wealth. Similar action, by other states, it 
is maintained, would do away with criticisms 
now aimed at state banking codes. Likewise 
in the economical and speedy liquidation of 
closed banks, the Pennsylvania system has 
features that commend themselves to both 
federal and state supervision generally. As 
Secretary Gordon states: “Since both the 
state and national banking officials are 
charged with similar responsibilities they 
should work together.” 


By a unanimous vote, the shareholders of 
the First National Bank & Trust Company 
of Bethlehem, Pa. have confirmed an agree- 
ment of consolidation. 
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SURVEY OF BANKING AND TRUST 
COMPANY RECORDS 


The year 1932 has been one of construc- 
tive elimination and progress for both banks 
and trust companies in the commonwealth 
of Pennsylvania. Since the severe test im- 
posed upon the banking structure in the fall 
of 1931 there has been a strengthening of 
the banking situation which has revealed 
itself in various ways. In the first place 
there has been complete abatement of panic 
or of runs. In communities, large and small 
throughout the state banking has resumed 
its normal functions and public confidence 
has been fully restored. Failures or suspen- 
sions have practically ceased. While the slow 
pace of business recovery has retarded bank- 
ing activities, the balance sheets of banks 
and trust companies will yield satisfaction 
at the close of this year. 

While the process has been more or less 
ruthless, the experiences of the past few 
years have contributed to a much stronger 
banking structure. It can no longer be said 
that any of the cities or towns in Pennsyl- 
vania are “over-banked.” In fact there are 
not a number of communities which are 
handicapped by lack of banking facilities. 
This has resulted from bank failures and 
suspensions, voluntary liquidations and no- 
tably from numerous consolidations. The 
merger of competing banks has been actively 
encouraged and aided by the state banking 
department. Weak banks have been swept 
aside or absorbed and thus there has been 
steady reinforcement of the entire banking 
structure. 


ANNUAL MEETING AND ELECTION OF 
GROUP ONE, P. B. A. 
Confidence as to consistent improvement in 
business conditions generally and of banking 
in particular, was manifested at the recent 
annual meeting of Group One of the Penn- 
sylvania Bankers Association, composing the 
membership in the Philadelphia district. 
Archie D. Swift, president of the Central- 
Penn National Bank, was elected chairman 
of the group for the ensuing year and Fran- 
cis J. Rue, vice-president of the Philadelphia 
National Bank was re-elected secretary. 
The following were elected to the execu- 
tive committee to serve one year: Livingston 
E. Jones, president First National Bank; 
Jalter K. Hardt, president Integrity Trust 
Company; Joseph Wayne, Jr., president 
Philadelphia National Bank; Parker S. Wil- 
liams, president Provident Trust Company; 
Herbert W. Goodall, president Tradesmens 
National Bank & Trust Company; Ira W. 
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Barnes, president Ninth Bank & Trust Com- 
pany ; Edward Hopkinson, Jr., Drexel & Com- 
pany; A. A. Jackson, president Girard Trust 


Company; C. S. Newhall, executive vice- 
president Pennsylvania Company for Insur- 
ances on Lives and Granting Annuities; 
Henry G. Brendle, president Fidelity Phila- 
delphia Trust Company; Paul Thompson, 
president Corn Exchange National Bank & 
Trust Company; R. Livingston ‘Sullivan, 
president Market Street National Bank, and 
Charles L. Martin, president Kensington- 
Security Bank & Trust Company. 


Stockholders of the Real Estate-Land Title 
& Trust Company of Philadelphia held their 
annual meeting recently and reelected retir- 
ing directors. Eugene W. Fry and Ralph H. 
North resigned from the board, and the va- 
cancy caused by the death of John C. Lowry 
was left unfilled. - 

Joseph Wayne, Jr., president Philadelphia 
National Bank, and Arthur W. Sewall, presi- 
dent General Asphalt Company, have been 
reelected directors of the Federal Reserve 
Bank of Philadelphia for a term of three 
years from January 1, 1933. ‘ 
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REPORT OF REAL ESTATE TRUST CO. 

In his annual report to stockholders, Sam- 
uel F. Houston, president of the Real Estate 
Trust Company of Philadelphia, reported net 
earnings of $188,516 for the year ended Oc- 
tober 31, 1932. Mr. Houston said: “Your 
board of directors have pleasure in report- 
ing the continued successful operation of 
your company despite the curtailment of all 
business during this period—a condition that 
has been world-wide. The total value of your 
securities continues above the book value— 
a gratifying condition. The dividends you 
have received ($184,047) have been earned.” 

At the annual meeting of stockholders five 
directors whose terms expired were re-elected. 
Directors re-elected were John A. McCarthy, 
R. Livingston Sullivan, J. Andrews Harris, 
Jr., Henry R. Hallowell and Frank H. Wig- 
ton. 


Maurice E. Reeve, vice-president and trust 
officer of the City National Bank, of Phila- 
delphia, has been appointed a member of 
the Committee on Trust Education of the 
Trust Division, American Bankers’ Associa- 
tion. 

Jay Cooke, grandson of Jay Cooke, noted 
financier of the Civil War died recently of 
heart disease at Amport, St. Mary’s, near 
Andover, England, at the age of sixty. 

Merger plans have been approved by 
stockholders of the National Bank of Shamo- 
kin, Pa., and the Dime Trust & Safe Deposit 
Company. The merged bank will have capi- 
tal of $325,000, reserve of $325,000 and de- 
posits of over $4,000,000. 

Charles E. Ruth, formerly assistant secre- 
tary-treasurer of the Rochester Trust Com- 
pany of Rochester, Pa., has been elected sec- 
retary-treasurer. 
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NEW TRUST COMPANY FAVORABLY 
GREETED 

The newly organized Main Line Trust 
Company which opened for business in the 
Ardmore district on November 15th, has had 
a most favorable reception. The first day’s 
business netted $536,000 and many members 
of the community called to express their 
appreciation for the enterprise of the Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities of Philadelphia, in 
sponsoring the new company and providing 
much needed banking facilities to the people 
and business interests of Ardmore. 

The new trust company has capital of 
$250,000 with surplus of $250,000, with the 
Pennsylvania Company as principal stock 
holder. The officials are John H. Mason, 
chairman of the board; Richard S. McKinley, 
president, and William J. Lloyd, secretary 
and treasurer. All three were former officials 
of the Pennsylvania Company, but they have 
since resigned in order to devote their en- 
tire time to the new trust company. 


R. W. Maneval has been elected president 
of the Windber Trust Company of Windber, 
Pa., succeeding the late B. L. Simpson. H. H. 
Hoenstine was elected treasurer, secretary 
and trust officer. 

William FE. Quinlin, president of the 
Union Bank & Trust Company of Pottsville, 
Pa., and one of the most prominent citizens 
of that community, died at the Pottsville 
Hospital recently, following an operation. He 
was superintendent of the Pottsville District 
of the Prudential Life Insurance Company. 

A bill has been prepared by the American 
sjankers Association for submission to state 
legislatures designed to permit destruction 
of general deposit account records at the 
end of five years. 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Se 


Fidelity-Philadelphia Trust Co 
00,000 


Frankford Trust Co 
Germantown Trust 
Girard Trust Co 
Industrial Trust Co 
Integrity Trust 
Kensington-Security Bank & Trust.... 1,300,000 
Liberty Title and Trust 

Ninth Bank and Trust 

North Philadelphia Trust 

Northern Trust 

Penna. Co. for Insurances, etc 

Provident Trust 


Surplus and 
Undivided Profits 
Sept. 30,1932 Sept. 30,1932 Value Bid 
$22,331,325 


Deposits Par 
Ask 
$82,055,675 
6,317,308 
13,854,992 
87,435,611 
9,841,174 
46,262,783 
8,102,759 
5,275,753 
15,765,464 
4,756,747 
9,152,070 
197,919,718 
30,711,122 
31,289,805 
6,620,329 


1,666,683 
3,139,096 
16,879,585 
2,680,559 
12,154,129 
2,200,008 
1,433,188 
2,310,071 
1,378,756 
3,389,420 
28,289,947 
17,224,615 
13,660,799 
2,287,788 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Boston 


Special Correspondence 


THE YEAR IN NEW ENGLAND BANKING 

Although there were some strenuous times 
and delicate situations during the past year 
the banks and trust companies of New Eng- 
land acquitted themselves most creditably 
during the year now closing and in a man- 
ner typical of ‘Down East’ conservatism and 
common sense. What is most important is 
that no criticism can attach to New England 
banks on the ground of withholding credit 
based upon reasonable and proper require- 
ments in production or distribution. The 
Federal Reserve Bank of Boston has ob- 
served a liberal policy as to discounts and 
has been alert in providing aid wherever 
necessary. One of the most satisfactory fea- 
tures of the banking situation in New Eng- 
land .has been the manifestation of a genu- 
ine cooperative and helpful attitude among 
the bankers toward each other. 

Compared to other sections of the country 
New England has escaped some of the more 
severe rigors of depression. The mill and 
textile towns have had their share of un- 
employment, but this has been somewhat 
mitigated by the introduction of part-time 
and share the work policies. Furthermore, 
New England has not suffered anywhere 
near so much from bank failures or suspen- 
sions as other states. A number of the New 
England States have preserved a clean slate 
as to bank failures. Massachusetts and Bos- 
ton has had some troublous times. These 
have been negotiated and are matters of his- 
tory. Banking solvency is no longer a mat- 
ter of question or anxiety as the year draws 
to a close. Indeed the people and business 
men of Boston have a keener respect for 
their leading banks and trust companies 
than ever before. Notable also is the fact 
that bank failures have not encroached upon 
the record of Massachusetts or other New 
England states which have recorded thus 
far during 1932 no loss to beneficiaries of 
estate or trust funds managed by trust com- 
panies and banks. 


Thirteen banks of Boston have responded 
to a suggestion from Mayor Curley that 
they assume payment of the 1931 taxes due 
on homes upon which they hold mortgages, 
in order to save the owners from losing their 
properties through tax auction sales. The 
banks have agreed to pay the taxes to the 
city and increase the amount of the mor# 
gages held by the home owners for this 
purpose. 


COMPANIES 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN ForseEs, President 
BOSTON, MASS. 


Member Federal Reserve System 


STATE COMMISSION STUDYING MASSA- 
CHUSETTS BANKING LAWS 
A special commission created at the last 


session of the General Court of Massachu- 
setts has been at work since last midsummer 
gathering information as basis for a report 
on desirable banking legislation to be sub- 
mitted at the coming session of the legisla- 
ture. ‘Special attention has been given to 
various plans to facilitate the payment of 
dividends to depositors in closed state banks 
and to assure the best possible yield in liqui- 
dation of assets. It is also understood that 
the commission has studied the situation with 
a view to recommending revision in the 
laws governing trust companies. 

The commission is composed of the fol- 
lowing: ‘Senator Henry Parkman, Jr., Repre- 
sentative John P. Higgins of Boston; Repre- 
sentative B. Farnham Smith of Concord; 
Representative Clyde H. Swan, president of 
the Second National Bank of Barre. The 
three members appointed by Governor Ely 
are all bankers; John W. Haigis of Green- 
field, former State treasurer, president of the 
Franklin County Trust Company; Thomas 
W. Murray, formerly treasurer of the city 
of Boston, president of the Union Savings 
Bank, and J. Randall Child, of the Chase 
Harris Forbes Corp. 
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RECUPERATIVE FORCES IN INDUSTRY 
AND BUSINESS 


The First National Bank of Boston, in its 
current survey, sounds a confident note as to 
industrial and business prospects, as follows: 

“Following a burst of activity, especially 
in New England during the summer months, 
the pace has been slackened somewhat due 
in part to seasonal influences and also ap- 
parently because consumer purchasing power 
is inadequate to provide a sustaining influ- 
ence for business activity over any extended 
period. Nevertheless, the upturn which has 
taken place during the past few months is 
an encouraging indication of the vitality of 
our economic system as it reveals that re- 
cuperative forces are constantly at work, in 
the midst of this general reorganization pe- 
riod, and will gradually lift us out of the 
depression. 

“There is a noticeable feeling of conserva- 
tive optimism prevailing that the worst of 
the depression is over and that recovery will 
come, as it has in the past, by following com- 
mon sense policies. This includes especially 
the early balancing of the budget by reduc- 
tion in expenditures or a broader basis of 
taxation and the maintenance of a sound 


currency system. There is considerable agi- 
tation for so-called cheap money and other 
inflationary measures as an easy way out of 
this depression. It is to the credit of the 
American people that heretofore when the 
final test came they chose the road which 
was temporarily more difficult, but which 
provided a solid basis for a prolonged period 
of prosperity. We are firmly of the belief 
that this country will do likewise in this 
instance.” 


SHAWMUT NATIONAL EXPANDS 

Following authorization of the Comptrol- 
ler of the Currency, the National Shawmut 
Bank of Boston will open two additional 
branches about January 1st. One will be 
located at 901 Cummings Highway, Mattapan 
Square, the other at 474 West Broadway, 
South Boston. Both of the new offices will 
be in quarters formerly occupied by branches 
of the closed Federal National Bank. 

The opening of these new branches is in 
line with the established policy of the Na- 
tional Shawmut to expand and extend its 
full banking facilities to all sections of metro- 
politan Boston. The quarters to be occupied 
will be thoroughly renovated and modern- 
ized and will have the latest banking equip- 
ment and facilities. With these two new 
branches the Shawmut Bank will have fif- 
teen offices. 


PETITION FOR NEW TRUST COMPANY 

A charter has been granted by the State 
soard of Bank Incorporation of Massachu- 
setts for organization of the Pilgrim Trust 
Company to be located in downtown 
ton. The proposed new company will have 
‘capital of $300,000 and surplus of $150,000. 
The petitioners include Allen H. Sturgis, 
former president and treasurer of the Lib- 
erty Trust Company and the Beacon Trust 
Company and later vice-president of the 
Atlantic National Bank. Slated for chair- 
man of the board is George B. Wason, former 
member of the Governor’s Council, J. Henry 
Miller is named as vice-president. 


Bos- 


Edward L. Bigelow, associated with the 
brokerage house of Tucker, Anthony & Com- 
pany, has been elected a director of the State 
Street Trust Company of Boston. 

Nathan D. Prince has been elected execu- 
tive head of the Capitol National Bank & 
Trust Company of Hartford, Conn. Mr. 
Prince recently resigned the presidency of 
the Hartford-Connecticut Trust Company. 
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JOHN HANCOCK COMPANY MAINTAINS 
DIVIDEND POLICY 

Walton L. Crocker, president of the John 
Hancock Mutual Life Insurance Company of 
Boston, announced recently to the members 
of the John Hancock Company that the 
policyholders’ dividends for the year 1935 
would be maintained on the same basis as 
during the year 1932. The company set aside 
a reserve of more than $20,000,000 to meet 
the payments. 

Mr. Crocker’s statement reads as follows: 
“The directors of the company have declared 
dividends for the year 1933 to holders of 
individual policies, upon the same scale as 
that employed for 1932 and for some years 
prior. These dividends will be payable under 
the terms of the policies and the rules affect- 
ing the distribution as usual. The effect of 
this act is to continue the present favorable 
basis of costs on such policies. Dividends 
on Group policies were voted according to 
the experience of the several classifications. 
The total sum of the dividends declared is 
estimated at $20,300,000.” 

Eliot Wadsworth, vice- president and trus- 
tee of the Franklin Savings Bank of Boston, 
and a director of the firm of Stone & Web- 
ster, has been elected a member of the board 
of directors of the John Hancock Mutual 
Life Insurance Company, succeeding the late 
Robert K. Eaton. 


CORPORATE FIDUCIARIES OF MAINE 

The Corporate Fiduciaries Association of 
Maine held its annual meeting recently in 
Portland and all of the present officers were 
reelected for a one-year term. Parker B. 
Smith, president, National Shoe & Leather 
Bank of Auburn, and Karl R. Philbrick, as- * 
sistant secretary and assistant treasurer of 
Eastern Trust & Banking Company of Ban- 
gor, were elected members of the executive 
committee. The speakers at the meeting, Guy 
Newhall of the Massachusetts Bar, spoke on 
“Fiduciary Problems in Apportionment,” and 
Raymond H. Trott, vice-president of Rhode 
Island Hospital Trust Company of Provi- 
dence, talked on “Present ‘Problems in Trust 
Investments.” 


NEW ENGLAND BREVITIES 


Toledo Edison Company first 5s of 1962 
have been added to the list of investments 
legal for savings banks and trust funds in 
Maine. 


Alfred L. Ripley, chairman of the board 
of directors of the Merchants National Bank 
of Boston, and Philip R. Allen, president of 
sird & Son, Inc., East Walpole, have been 
elected to succeed themselves as Class A 
and Class B directors of the Federal Reserve 
Bank of Boston. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Itatiana 
Boston Safe Deposit and Trust Co 


Day Trust Co..........seeeeeeee aipiaiel gate 2,500,000 


Fiduciary Trust Co......cccccece pare aie 
Harris Forbes Trust Co 

Kidder Peabody Trust Co 

New England Trust Co 

Old Colony Trust Co 

State Street Trust Co 

United States Trust Co..... 


Assets 
Deposits Trust Dept. 
Sept. 30, 1932 Sept. 30, 1932 
$876,326.27 
23,619,698.06 $244,836,789.61 
6,827,011.76 4,906,414.37 
453,171.01 7,515,943.18 
2,406,439.14 8,449,282.06 
2,562,674.84 12,165,284.43 
27,392,896.15 124,656,644.49 
4,172,761.57 315,654,347.49 
57,107,503.75  56,268,005.68 
9,684,291.68 11,584,598.05 


Surplus and 
Undivided Profits 
Sept. 30, 1932 
$385,523.97 
3,711,496.18 

296,396.96 
548,985.97 
161,907.51 
229,016.60 
2,769,902.30 
5,155,602.12 
3,840,259.17 
1,446,854.60 





TRUST COMPANIES 


Pittsburgh 


Special Correspondence 


SAFETY OF TRUST FUNDS IN 
PENNSYLVANIA 

Because of the large volume of trust and 
estate funds administered by trust com- 
panies and banks of Pennsylvania, amount- 
ing to over five billions of dollars, it is note- 
worthy that there has been no loss to heirs 
or beneficiaries of such funds during the 
current year, due to failure, malfeasance or 
mismanagement, and aside from unavoidable 
market depreciation. This is the advice 
which again comes from the office of the 
Secretary of Banking of the State of Penn- 
sylvania and preserves a record of immu- 
nity from loss as regards fiduciary funds 
held by trust companies which has been car- 
ried on during the entire history of state 
supervision and so far as official records 
show. 

There have been some failures of state 
banks which operated trust departments. In 
every case it was found that trust assets 
were segregated according to law and were 
not involved in failure of such bank. Trans- 
fer or conduct of trust department affairs of 
such closed banks was carried on effectively 
by ‘the state banking department. In the 
ease of failure of national banks conducting 
trust business the same situation was dis- 
closed as in the case of state institutions, 
namely the segregation of trust assets and 
the guarantees of protection which guarded 
heirs or beneficiaries against any loss, aside 
from depreciation of values. 


NEW BANKING CODE OF PENNSYLVANIA 

Assured of the cooperation of the banking 
fraternity, Dr. William G. Gordon, State Sec- 
retary of Banking, and William A. Schnader, 
Attorney General of Pennsylvania, are draft- 
ing up a revised banking code for submission 
to the Pennsylvania General Assembly in 
January. Cooperation by the bankers was 
pledged recently at a meeting of the Council 
of Administration of the Pennsylvania Bank- 
ers Association presided over by O. Howard 
Wolfe, president of the association, and cash- 
ier of the Philadelphia National Bank. 


Henry W. Ludebuehl, vice-president of the 


City Deposit Bank & Trust Company of 
Pittsburgh, passed away recently at the age 
of fifty-eight. 

Charles G. Andrews has been appointed 
head of the travel department of the Colon- 
ial Trust Company of Pittsburgh. 


PLAN TO ORGANIZE BANKERS’ 
SURETY COMPANY 

The recently published schedule of in- 
creased rates by the National Bureau of 
Casualty and Surety Underwriters has stimu- 
lated renewed interest in the organization 
of bankers’ surety companies. Plans and 
prospective have recently been circulated 
among bankers in Pennsylvania proposing 
organization of the Pennsylvania Bankers 
Surety Company and the Pennsylvania 
Bankers Investment Company. The first 
named is planned to write the surety bonds 
while the investment company will serve 
as a holding company and own all the issued 
stock of the surety company. The invest- 
ment company is to obtain funds by the sale 
of debentures to both state banks and na- 
tional banks. The Pennsylvania Bankers In- 
vestment Co. is to have authorized debentures 
of $5,000,000. The surety company is to have 
capital of $2,000,000 and surplus of $3,000,- 
000 when all stock is issued. 


PITTSBURGH BREVITIES 

Robert Wardrop, chairman of the First 
National Bank of Pittsburgh has been re- 
elected a director of the Federal Reserve 
Bank of Cleveland and has served in that 
office for eighteen years. 

M. M. Carnahan of the Fidelity Trust Com- 
pany of Pittsburgh has been elected presi- 
dent of the Bankers and Bank Clerks’ Mu- 
tual Benefit Association. 

The Union Trust Company of Pittsburgh is 
staging an exhibit in its spacious lobby of 
steel that has made Pittsburgh world fa- 
mous and representing products of the Jones 
& Laughlin Steel Company, which won first 
prize at the National Metal Exposition in 
Buffalo, N. Y. 

John B. McCormick has been appointed 
by the Potter Title & Trust Company of 
Pittsburgh, as director of sales of mortgage 
investments. 

The number of banks and trust companies 
in operation in Allentown, Pa., has been re- 
duced within the past two years, from eleven 
to four, as the result of mergers, suspensions 
and voluntary liquidations. 

George W. Reilly has been reelected presi- 
dent of the Harrisburg Trust Company of 
Harrisburg, Pa. Net earnings for the past 
year were $68,643 in excess of $80,000 annual 
dividend requirements. 

Negotiations have been in progress to bring 
about a consolidation of the assets of the 
¢elosed Diamond National Bank and the 
Monongahela National Bank with a view to 
resumption of. business. 
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Chicago 


Special Correspondence 


AUTONOMY OF STATE BANKING 
SYSTEM 

Considerable interest and discussion has 
been provoked as to significance of the recent 
conversion of two of the larger banks and 
trust companies of Chicago from state to na- 
tional charters, especially in the light of 
proposed banking legislation in Congress. Ad- 
vocates of concentration of all banking under 
federal control and supervision interpret such 
actions as evidence of a growing trend on 
the part of state institutions to the national 
system, especially those located in states like 
Illinois which prohibit or restrict branch 
banking. Nationalization of state banks is 
regarded as anticipating the passage of 
amendments at Washintgon which will equip 
national banks with broad branch banking 
powers, possible along statewide lines and 
even transcending state boundaries. The pro- 
ponents of branch banking regardless of state 
restrictions appear to be well satisfied that 
Congress has the constitution power to su- 
perimpose its authority over state laws. 

Interviews with leading Chicago bankers 
do not yield any positive or dominant senti- 
ment in favor of statewide branch banking 
in Illinois or which may transgress state 
boundaries in the case of national banks. 
There is a fairly well defined opinion among 
Chicago bankers and which is shared by a 
large body of public sentiment that branch 
banking should be permitted in Illinois within 
corporate or even broader limits, but not so 
broad in scope as to threaten the existence 
of the unit banking system. Banking judg- 
ment in Chicago and indeed throughout the 
Middle West is strongly opposed to any leg- 
islation at Washington that may have for 
its immediate or ultimate aim the abolition 
of the present dual banking system. 

Despite the sad record of banking failures 


in Illinois and other states within the agri- 
cultural region, there is no widespread belief 
among bankers that either the national or 
state banking system is infallible or has dem- 
onstrated superiority. National banks and 
institutions within the shelter of Federal Re- 
serve membership have fallen by the wayside, 
although not in such large number as state 
institutions. This can be readily explained,,. 
first by the much larger proportion of state 
institutions in existence and exposed to the 
blasts of depressions and secondly to the fact 
that national banking and membership in the 
Federal Reserve calls for larger minimum 
eapital. 


LARGE RESERVES SET UP BY CHICAGO 
TITLE & TRUST COMPANY 

The Chicago Title & Trust Company, main- 
taining good earning capacity in the face of 
general conditions, has set up generous re- 
serves against possible losses and deprecia- 
tion amounting to $7,500,000. Regular quar- 
terly dividends have been declared on the 
annual basis of 8 per cent with net earnings 
for the current year placed at approximately 
$2,000,000. Capital remains unchanged at 
$12,000,000. To provide for the increase in 
reserve the surplus has been reduced from 
$16,000,000 to $10,000,000 and $1,500,000 was 
applied from undivided profits and existing 
reserves. It may be recalled that in 1925 
the Chicago Title & Trust Company made 
a departure in protection of its trust invest- 
ments by setting up a special reserve of 
$2,000,000 from its own funds as cover 
against possible losses on interest bearing 
trust investments made by the company as 
fiduciary. 


The Chicago Clearing House Association 
has adopted an agreement committing mem- 
ber banks and trust companies to reduce in- 
terest paid on savings deposits to 2% per 
cent. 
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STOCKHOLDERS OF CENTRAL REPUBLIC 
BANK APPROVE TRANSFER OF 
BANKING BUSINESS 

At a recent meeting of stockholders of the 
Central Republic Bank & Trust Company of 
Chicago approval was given to the transfer 
of its banking business to the newly organ- 
ized City National Bank & Trust Company 
of which Charles G. Dawes is chairman and 
Philip R. Clarke, president. The trust busi- 
ness conducted by the Central Republic Bank 
& Trust Company will be retained under the 
new name of the Central Republic Trust 
Company, operating under its state charter. 
At the ratification meeting of stockholders 
the reasons were given for organization of 
the City National Bank & Trust Company 
and the transfer of the banking deposits and 
assets from the Central Republic Bank to 
the national bank. Joseph E. Otis, chairman 
of the Central Republic, presided. 

Stockholders of the Central Republic Trust 
Company elected the following new board of 
directors, including the following : Joseph 
H. Briggs, George T. Buckingham, Daniel H. 
Burnham, George R. Carr, Charles 8S. Castle, 
William R. Dawes, George W. Dixon, M. E. 
Greenebaum, F. J. Lewis, John A. Lynch, 


John A. McCormick, John W. O’Leary, Jo- 
seph E. Otis, J. E. Otis, Jr., H. E. Otte, C. H. 


Poppenhusen, Raymond W. Stevens, Lucius 
Teter and Walter H. Wilson. 


PHILIP R. CLARKE 
President of the City National Bank and Trust Company 
of Chicago, who has been elected President of the Chicago 
Clearing House Association 
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CHANGES IN CENTRAL ILLINOIS 
SECURITIES CORPORATION 

Directors of the Central Illinois Securities 
Corporation, investment affiliate of the old 
Central Trust Company of Chicago, merged 
in 1931 with the National Bank of the Re- 
public, have approved important changes in 
the firm’s capital set-up and announced sev- 
eral changes in the official personnel. The 
stated value of the convertible preference 
shares has been reduced from $25 to $10 per 
share, and the common stock from $5 to $1 
per share. The authorized convertible pref- 
erence stock has been cut from 1,000,000 to 
300,000 shares, and the common stock from 
2,400,000 to 1,300,000 shares. 

The changes in personnel include the resig- 
nation of Philip R. Clarke, president, and 
other officials of the new City National Bank 
& Trust Company. William R. Dawes suc- 
ceeds Mr. Clarke as president of the com- 
pany. Joseph E. Otis, president of the Cen- 
tral Republic Trust Company, also resigned 
as a director. Three new directors are: 
George W. Dixon, Charles S. Fitzmorris and 
Conrad Poppenhusen. Other new officers 
are: Curtis B. Woolfolf, who replaces Wil- 
liam B. Hinshaw, Jr., as secretary, and How- 
ard S. Camp, who succeeds Charles R. Hoff- 
ner, vice-president of the City National, as 
treasurer. 

The suggested changes, which in no way 
affect the actual values or the respective 
rights and preferences of either the conver- 
tible preference stock or the common stock, 
will permit the corporation to adjust its bal- 
ance sheet in accordance with current ac- 
counting procedure, by providing a capital 
surplus out of which adequate reserves may 
be established to offset such depreciation in 
the value of its assets as results from their 
appraisal in accordance with present-day 
markets and values and to provide for con- 
tingencies, it is stated. 


The Illinois Bank & Trust Company of 
Rockford, Ill, contemplates giving up its 
state charter and acquiring a national char- 
ter under the title of Illinois National Bank 
& Trust Company, with capital remaining at 
$200,000. 

General Abel Davis, chairman of the board 
of the Chicago Title & Trust Company, has 
been appointed temporary receiver of the 
Illinois Life Insurance Company of Chicago, 
by Judge James H. Wilkerson of the U. S. 
District Court. 

The Terre Haute First National and First 
McKeen National of Indiana have merged. 
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BASIS FOR PROFITABLE BANKING 
OPERATIONS 

In an address on the need for bank earn- 
ings recently presented by John J. Anton, 
vice-president of the First National Bank of 
Chicago, at various group meetings of Illinois 
bankers, he lays stress upon neglected sources 
of profitable banking operations. “Of late 
years,”’ he says, “our depositors have too oft- 
en dictated the services they should expect 
of a bank and also the terms. Obviously, we 
must change this attitude on the part of the 
customer if we are to resume our proper 
standing in the community. Today we have 
but two basic sources for our profits: first, 
interest on loans and investments, and sec- 
ond, service charges. Income from loans is 
practically self-regulated by prevailing aver- 
age discount rates; however, some increase 
in revenue can be derived from this source 
by applying a minimum charge of say, 50 
cents or one dollar on small loans. 

“The service charge offers a definite and 
promising result if we but apply ourselves to 
a fixed program of making all bank services 
pay their way. Most of us are now making 
service charges, I venture the statement 
that not one bank has had any great difficulty 
in convincing customers of the soundness or 
logic of making these charges. So far as I 
know, every bank in Illinois or elsewhere 
has been gratified with the results and the 
response from depositors and non depositors 
requiring bank facilities.” 


CONTINENTAL CHICAGO AND CHICAGO 
INVESTORS MERGER 


Consolidation of the Continental Chicago 
Corporation and the Chicago Investors Cor- 
poration as the Chicago Corporation was ap- 
proved recently by stockholders of both com- 
panies. The merger will be effected on a 
share-for-share exchange of stock, net 
assets for a share of each company are vir- 
tually the same. Combined will be 


as 


assets 


approximately $28,000,000, including $7,000,- 
000 in eash or its equivalent. Charles F. 
Glore, president of Continental Chicago, will 
head the consolidated corporation. 


EXECUTIVE PROMOTIONS AT THE 
NORTHERN TRUST COMPANY 

Frederick S. Booth has been advanced from 
assistant secretary to second vice-president 
of The Northern Trust Company of Chicago 
and the following have been elected as as- 
sistant secretaries: Frank M. Wallace, 
Wade R. Ringenberg, Robert E. Agee, Shel- 
don A. Weaver and Robert M. Roloson, Jr. 
This increase in the executive staff is due 
to the continued growth in the trust depart- 
ment business. 


The Trust Company of Chicago which 
opened for business on November 15th, with 
capital of $200,000 and $25,000 surplus, re- 
ports officers as follows: Hugh T. Martin, 
president; Harold G. Townsend, vice-presi- 
dent; George F. Ramer, treasurer; Lester 
Beck, trust officer; secretary, John P. Nichol. 
The new company will confine itself to trust 
business with no’ demand liabilities. 

Charles C. Younggreen, widely known in 
advertising circles in the United States, has 
become associated with the advertising firm 
of Reincke-Ellis Company of Chicago, as ex- 
ecutive vice-president. Mr. Younggreen was 
until recently a partner of H. E, Lesan and 
managed the Chicago office. He is past presi- 
dent of the International Advertising Associ- 
ation and of the Advertising Federation of 
America. 


John S. Rossell, chairman of the Security 
Trust Company of Wilmington has been ap- 
pointed a member of the legislative com- 
mittee of the Delaware Bankers Association 
and Levi L. Maloney, president of the Secur- 
ity Trust Company has been made chairman 
of the committee on Federal Reserve Rela- 
tions. 
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Surplus and 


Capital 


Boulevard Bridge Bank 
City National Bank and Trust Co.. 4,000,000 
Continental Illinois National Bank 

and Trust Co. 75,000,000 
Drovers Trust 350,000 
First Union Trust & First National . 25,000,000 
Harris Trust 6,000,000 
Mercantile Trust 600,000 


3,000,000 
West Side Trust 1,000,000 


Undivided Profits 
Sept. 30, 1932 Sept. 30,1932 Value 


20,611,256 
7,725,506 


1,000,000 
27,469,392 


8,197,569 


Deposits Book 


Bid 
70 
123 
103 
120 
199 
300 
75 


370 
42 


$523,173 $9,845,644 


76,161,231 


636,560,052 
4,335,937 
440,760,193 
107,323,514 
6,804,456 
124,553,062 
5,461,200 


201 
125 


136 
296 
245 
228 
149 
373 
102 


688,420 


297,839 
22,979 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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Cleveland 


Special Correspondence 


PROTECTION OF TRUST FUNDS IN OHIO 

There is a growing sentiment among Ohio 
trust company officials for a more definite 
statute governing trust funds deposited with 
banking departments. The closing of a num- 
ber of banks and trust companies in Ohio 
involved trust funds which were deposited 
in banking departments. The question was 
brought up by liquidating officials as to the 
status of such trust funds and there is now 
before the state court of last resort the issue 
as to whether such trust funds bear a pre- 
ferred status or must be considered in the 
same category with general deposits. 

Trust company experience teaches the wis- 
dom of strict laws governing safety and pre- 
ferred creditor status of trust funds in the 
event of bank failure. This is consistent 
with the sacred obligations surrounding the 
acceptance of trust funds and is also a prop- 
er requirement in the complete segregation 
of trust funds. The Federal laws, applying 
to trust funds held by national banks, re- 
quires protection of trust funds on deposit in 
commercial department by means of deposit 
of acceptable securities. Most states also 


provide for preference to trust funds in case 


of liquidation. It is through such laws that 
trust administration has been enabled to 
show a clean slate in most state jurisdic- 
tions. Ohio trust officers are desirous of 
surrounding trust administration with similar 
protection under the laws of this state. 


INTERESTS OF DEPOSITOR COME AHEAD 
OF BORROWER 

Bankers are revising their habits and ideas 
regarding banking policy ‘these days. The 
good old formulas of conservatism are com- 
ing back in style. Some sound philosophy 
taught by experience of recent years comes 
from Verne J. Wilson, president of the Union 
National Bank of Youngstown, O., which 
reveals true conception of the bank’s re- 
sponsibility to depositors. He says: 

“Tt is natural that banking should be much 
more strictly supervised hereafter, and that 
there will be more of a tendency than ever 
to stress the safety of depositors ahead of 
the interests of borrowers. For many years, 
bankers aimed above all to ‘build up’ their 
communities, and all over the United States 
there was a public demand to this end. We 
had it here in Youngstown in the movement 
for diversified industries, which was based 
on the cry for cheaper and easier credit. The 


sounder banking policies of the future will 
restore emphasis where it belongs—that is, 
on the rights of the depositors ahead of 
everything else. Bankers will continue ‘to 
work to build up their cities, but they will 
not consider any industry an asset to a city 
unless it can prove to them that it is inher- 
ently sound.” 


REOPENING OF OHIO SAVINGS BANK & 
TRUST CO. OF TOLEDO 

A most important event for Toledo, which 
has suffered most severely from bank sus- 
pensions, is the successful development of 
plans for the reopening of the Ohio Savings 
Bank & Trust Company of that city. At the 
head will be Robert Morris Huston, who 
has made a commendable record as deputy 
state superintendent of banks and who has 
been conducting the affairs of the closed in- 
stitution. He has had a long experience in 
handling receiverships and has been for many 
years associated with the office of the At- 
torney General of the United ‘States. He is 
a direct descendant of the famed Robert Mor- 
ris who financed the Revolution. 

The Ohio Savings Bank & Trust Company 
has been granted a loan of $2,500,000 by the 
Reconstruction Finance Corporation and will 
pay off about 25,000 accounts of $75 and less 
upon reopening as well as a dividend of 15 
per cent to all other depositors. Approxi- 
mately $1,500,000 has been made available 
by double liability assessment against stock- 
holders. Capital fund of the bank will be 
$1,000,000 minimum with $500,000 set aside 
for reserve. 


Willard W. Eilson, formerly trust officer 
of the Midland Bank, has been elected a 
trust officer of the Cleveland Trust Company. 
He is a graduate of Wooster College and 
Western Reserve Law School. 

Frank H. Hobson, vice-president of the 
Cleveland Trust Company has succeeded the 
president, Harris Creech, as a member of 
the board of the Firestone Tire & Rubber 
Company. 

E. W. Edwards, president of the Fifth- 
Third Union Trust Company of Cincinnati, 
O., has been elected vice-president in charge 
of the southwestern district of the Ohio 
Chamber of Commerce. 

Joseph Schneider, of the Fifth-Third Union 
Trust Company, has been appointed editor 
of The Cincinnati Banker, the monthiy pub- 
lication of the Cincinnati chapter, A. [. B. 

The reopened George D. Harter Rank of 
Canton, O., reports deposits of $9,166,000. 
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St. Lovis 


Special Correspondence 


INVESTMENT AIDS FOR COUNTRY BANKS 


The fact that the acid test of depression 
has eliminated “weak sisters’ and poorly 
managed banks by ruthless process and there- 
by imparted greater strength to banking 
structures as a whole, does not solve one of 
the most pressing problems confronting coun- 
try banks. It is clearly demonstrated that 
the greatest number of rural and small bank 
failures were caused not only by bad man- 
agement but by inability to make proper in- 
vestments and setting up of reserve accounts. 
Among the semi-worthless or frozen assets of 
closed country banks were most frequently 
encountered security investments purchased 
by such banks without due investment knowl- 
edge and because of blind reliance upon 
high pressure distributing houses and sales- 
men. 

Country banking has changed no less than 
banking in metropolitan centers where dearth 
of acceptable commercial or liquid loans com- 
pelled employment of funds in bonds and 
other securities. Sad experience with agri- 
cultural notes and real estate securities 
blocked those fields as safe for banking funds. 
The country farmer therefore, today, faces 
the same situation, namely the need of more 
adequate equipment in investment of bank 
funds outside of his own locality. 


St. Louis bankers are giving serious con- 
sideration to extending and solidifying the 
scope of their correspondent services to aid 
smaller country banks in making safe and 
reasonably profitable investment of available 
funds. It is obvious that St. Louis bankers 
are in advantageous position to help coun- 
try bankers within a wide radius of the Mis- 
sissippi Valley district and southwest, be- 
eause of their familiarity with local require- 
ments and their access to reliable investment 
information. 


JOHN G. LONSDALE REELECTED TO 
FEDERAL RESERVE BOARD 

John G. Lonsdale, president of the Mer- 
cantile-Commerce Bank & Trust Company of 
St. Louis and recently appointed co-receiver 
of the Frisco Railroad by Federal Judge 
Favis, has just been re-elected as a Class A 
Director of the Federal Reserve Board of St. 
Louis for a term of three years. Mr. Lons- 
dale already has served twelve years in this 
eapacity, having first become a director on 
January 1, 1921. 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wth First National Bank 











MISSISSIPPI VALLEY TRUST COMPANY 
RESUMES BOND DEPARTMENT 

Conforming to a general trend in reorgani- 
zation of banking alignment the Mississippi 
Valley Trust Company of St. Louis is dis- 
continuing its investment affiliate and resum- 
ing the operation of a bond department. The 
plan provides that officials and personnel of 
the Mississippi Valley Trust, the investment 
affiliate, will be transferred to the bond de- 
partment which will continue the facilities of 
furnishing carefully selected securities for 
investment. 

Benjamin F. Frick, who has been vice- 
president of the Mississippi Valley invest- 
ment unit, has been elected manager of the 
bond department. James F. Quigg, secretary 
of the affiliate, becomes manager of the 
municipal bond division; Edgar L. Roy, 
treasurer of the affiliate, sales manager of 
the department; Orville Grove and George 
Clayes, assistant vice-president of the affiliate, 
managers, respectively, of the mortgage loan 
division and of the special tax division, and 
John M. Bowlin, assistant vice-president of 
the affiliate, assistant manager of the depart- 
ment. 
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DEMICANS AND PUBLICRATS 

Illustrating the fact that bankers are find- 
ing time these days to do other things besides 
keep their institutions in liquid condition, 
Oliver F. Richards, vice-president of the Mer- 
cantile-Commerce Bank & Trust Company of 
St. Louis recently headed a division of mem- 
bership canvassers for the St. Louis Chamber 
of Commerce and came out an overwhelming 
victor over the opposing division. The forces 
were known as The Demicans and The Publi- 
crats and the canvass was conducted along 
the lines of a regular political election. Rich- 
ards and his men representing the Publicrats 
turned in 74 new memberships for a total of 


OLIVER F. RICHARDS 


Vice-president, Mercantile-Commerce Bank and Trust Co. 
of St. Louis 








Lafayette-South Side Bank & Trust Co............. 


Mercantile-Commerce Bank & Trust Co 


Mississippi Valley Trust Co. ........0 cccccccccces 


St. Louis Union Trust Co.... 
*Accepts no deposits. 


Capital 
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6,059 votes as against 52 memberships and 
4,251 votes for the Demicans. Accordingly, 
on the concluding day of the drive, Richards 
was declared elected and was duly inaugu- 
rated with great pomp and ceremony as “The 
New President of the United States.” 


MISSOURI BREVITIES 

A voting trust has been established cover- 
ing a large percentage of the 500,000 shares 
of stock of the Missouri State Life Insurance 
Company. Tom K. Smith, president of the 
Boatmen’s National Bank of St. Louis, and 
William T. Nardin, president of the insur- 
ance company, and Julius H. Barnes, chair- 
man, are members of the voting trust. 

Leo D. Kelly, vice-president of the Mer- 
cantile-Commerce Bank & Trust Company of 
St. Louis, is still pushing with vigor his plan 
of complete service charges for banks. His 
most recent appearance was before the bank- 
ers of Madison County, Illinois. 

A new issue of $3,000,000 highway three 
and a half per cent bonds by the State of 
Missouri was awarded to a syndicate headed 
by the Guaranty Company of New York. 
Syndicate members included the Mercantile- 
Commerce Company of St. Louis and the 
Mississippi Valley Company of St. Louis. 

The St. Louis Clearing House has formally 
approved the national share-the-work move- 
ment. 

John G. Lonsdale, president of the Mer- 
cantile Commerce Bank & Trust Company of 
St. Louis, has been elected a member of the 
University of Missouri Advisory Council. 

J. Lionberger Davis, chairman of the Se- 
curity National Bank Savings & Trust Com- 
pany of St. Louis has been elected chairman 
of the St. Louis chapter, American Red Cross. 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and 
Undivided Profits, 
Sept. 30, 1932 
$1,683,371.52 
6,058,176.46 
2,949,212.71 
7,321,288.00 


Deposits, 
Sept. 30, 1932 
$18,168.857.46 
100,035,357.82 
60,536,673.60 


Capital 


. $2,150,000 
10,000,000 
- 6,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits, 
Sept. 30, 1932 
$4,525,733 
1,742,086 
2,809,732 
1,248,420 
2,555,641 


Deposits, 
Sept. 30,1932 Par Last Sale 
$31,745,373 100 320 
4,378,600 100 160 
14,494,613 100 375 
9,055,879 100 200 
15,277,002 100 420 
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Los Angeles 


Special Correspondence 


ACTIVE CAMPAIGNING FOR NEW TRUST 
BUSINESS 


“Business depression” apparently occupies 
no place in the vocabulary of those respon- 
sible for the development of trust depart- 
ments conducted by trust companies and 
banks of Los Angeles and lower California. 
Official figures as to the volume and Classifi- 
ation of trust business administered by trust 
departments is not available in California 
and comparisons are therefore not available 
except as figures may be provided by individ- 
ual institutions. 

Cross sections of trust business reported by 
some of the large trust companies and banks 
of this city, including their branches, leaves 
no doubt that the year 1932 will show a 
most gratifying gain, particularly in indi- 
vidual and living trusts. Number of new 
wills deposited and naming local banks and 
trust companies indicate that California peo- 
ple have taken to heart the adversities of 
the past few years and have come to enter- 
tain a higher sense of appreciation for cor- 
porate fiduciaries as providing the safest ref- 
uge for the preservation and care of their 
estates and investments. 

The active and coordinated methods em- 
ployed here to cultivate new trust business 
and familiarize the public with ‘the imherent 
merits of corporate fiduciary service, have 
been in large measure responsible for the 
rapid increase in total volume of trust busi- 
ness. California now is able to make a most 
favorable comparison with populous and 
more wealthy eastern states where trust 
company service has been a matter of de- 
velopment extending over a period of gen- 
erations. Alertness of trust officers to new 
facilities and a keen sense of responsibilities 
involved also among the characteristics which 
marks the remarkable growth of trust busi- 
ness in California. 


STUART AGENCY RESUMES CHARGE OF 
BANK OF AMERICA ADVERTISING 
The Chas. R. Stuart Advertising Agency, 
Inc., of Los Angeles, is resuming the complete 
handling, originating and placing of Bank of 
America advertising, beginning January 1, 
1933. This agency was the originator and 
developer of Bank of America (formerly 
Bank of Italy) advertising some sixteen 
years ago, and handled the account continu- 
ously until April, 1931. On Mareh 1, 1932, 
Stuart was again retained to originate and 
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write the bank’s advertising, at which time 
he inaugurated the outstandingly successful 
“Back to Good Times” campaign. 

The Stuart Agency is establishing com- 
pletely staffed and equipped headquarters in 
San Francisco, and will occupy studio offices 
on the roof of 625 Market street. Charles 
Levitt, formerly of San Francisco, and who 
for the past two years has been operating 
his own advertising business in Los Angeles, 
will join the Stuart Agency as manager of 
its Los Angeles offices. 


CITIZENS NATIONAL OF LOS ANGELES 
SETS UP LARGE RESERVE 

The Citizens National Trust & Savings 
Bank of Los Angeles, has created a $3,000,- 
000 contingent reserve from its large sur- 
plus account, according to announcement by 
Herbert D. Ivey, its president. “In line with 
sound banking practice,” said Mr. Ivey, “we 
have applied a portion of the surplus, built 
up over a period of years, to the purpose for 
which it was intended. That is, to cover 
possible losses incident to depressed busi- 
ness conditions. Capital and surplus con- 
tinue to maintain a high ratio to deposits.” 


LOS ANGELES BREVITIES 

Robert B. Knox has been transferred from 
manager of the Wilmington branch of the 
Security-First National Bank of Los Angeles 
to head office in the new position of advisor 
for safe deposit policy and procedure affect- 
ing the bank’s 124 safe deposit divisions. 

Addison B. Day has been elected a mem- 
ber of the board of directors of the Union 
Bank & Trust Company of Los Angeles. He 
is president and general manager of the Los 
Angeles Gas & Electric Company, a director 
in several other fuel companies, a_ civic 
leader and ‘trustee of the University of 
Southern California. 

The Security-First National Bank of Los 
Angeles has launched a new and more exten- 
sive advertising campaign for new business 
covering the southern part of California. The 
campaign is under the direction of Edward 
Elliott, vice-president in charge of public 
relations. 

Ralph R. Huesman has been elected to the 
board of directors of the Farmers and Mer- 
chants National Bank of Los Angeles. 

W. S. Guilford of the California National 
Bank, Sacramento, Cal., has been chosen by 
the Sacramento Life Underwriters Associa- 
tion to teach the class in Trust Functions in 
the course leading to the certified Life Under- 
writer’s degree of the National Association 
of Life Underwriters. 
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San Francisco 


Special Correspondence 


INCREASED FARM VALUES IN 
CALIFORNIA 

In the course of a recent address before 
the California State Chamber of Commerce, 
J. F. Sullivan, vice-president of the Crocker 
First National Bank of San Francisco and 
president of the California Bankers Associa- 
tion, ably discussed economic factors affect- 
ing agriculture and the various sources of 
eredit available to farmers through federal 
agencies. Incidentally he alluded to the 
favorable agricultural situation in California, 
as follows: 

“Our local situation in California is en- 
tirely different. Total values of farm lands 
and buildings in this state have increased 
steadily from $1,450,601,000 in 1910 to $3,- 
419,471,000 in 1930, the highest point in the 
history of the state. The value per acre has 
also increased from $47.16 in 1910 to $97.76 
in 19380. In making this comparison it is 
only fair to state that this increase in value 
has not been based upon raw land entirely, 
but includes major improvement projects of 
irrigation and reclamation for which large 
sums have been expended. No parallel to 
this situation exists in any other district in 
the United States. I merely make this ref- 
erence to the California situation in passing, 
as our concern ‘today is with the agricultural 
credit structure as a whole and not merely 
as it may affect California farmers. We, in 
this state, have not felt the force of the se- 
vere slump in agricultural values that has 
swept through the important Central States. 
In California a reverse situation has pre- 
vailed and we have experienced an increase 
in actual farm values over those prevailing 
in 1920.” 


PROFESSIONAL APPEAL IN BANK 
ADVERTISING 

Originality and departure from beaten 
tracks characterizes the advertising bearing 
the signature of the Crocker First National 
Bank and tthe allied Crocker First Federal 
Trust Company of San Francisco. Plans 
are fairly conceived in advance and logically 
earried out. Last year the objective of ad- 
vertising was the broader civie aspect, dwell- 
ing upon contrast of the past with present 
and future, commercial dominance, factors 
of service and personal opportunity. The 
campaign conducted during the current year 
was concentrated largely to the professional 
element. The series specifically featured the 
attainments and respective services of mem- 


bers of the medical profession, architects, in- 
surancemen, exporters, engineers, newspaper- 
men, hotel men, railroad men, etc. With each 
group there was emphasized the broad facili- 
ties of service provided by the Crocker banks. 


PERSONNEL WORK AT THE BANK OF 
AMERICA 
It is a natural conclusion that a bank and 


organization of the size and far-reaching ac- 
tivity of the Bank of America of California 
must devote special attention to the building 
up of its personnel. Under A. P. Giannini 
the Bank of America has always forged 
ahead with the most progressive banks in 
the country in adoption of approved meth- 
ods in the care, training and promotion of 
personnel. At present the job calls for syste- 
matie conduct covering 438 branches through- 
out the state and representing over 8,000 em- 
ployees. 

Recent announcement of the appointment 
of Hugh L. Clary, vice-president, as head of 
the personnel department at the main office 
in San Francisco, succeeding W. R. Williams, 
serves to direct attention to the refinements 
introduced in this department. Mr. Clary 
has been in personnel work for more than 
ten years, having former association with 
Goodyear Rubber & Tire Co. at Akron, O. and 
American Rolling Mills Co. 


EXPERT CONSULTING ENGINEER FOR 
BANK CUSTOMERS 

The Wells Fargo Bank and Union Trust 
Company of San Francisco has for some time 
maintained with considerable success an ex- 
pert engineering service for the benefit of 
customers. The department is headed by 
F. T. Letchfield with title of vice-president 
and consulting engineer. Advice and assist- 
ance of an engineering and planning nature 
are given to industries and manufacturing 
plants in distress and to all customers con- 
fronted with engineering problems. The bene- 
fits of this service have ‘been the establish- 
ment of closer ties with numerous customers 
and the working out of progressive engineer- 
ing as well as fiscal policies for individuals 
as well as corporations. 


The first step toward construction of the 
$32,000,000 bridge which will span the Golden 
Gate, entrance to San Francisco’s harbor, 
has been taken by engineers. The project is 
being financed through a Reconstruction Fi- 
nance Corporation loan. 


Net earnings of the Northwest Bancorpora- 
tion for the fiscal year were $4,600,000 com- 
pared with $5,900,000 during 1931. 





By Equipment and Methods— 


By Personnel— 


By Size and Connections— 
And By Location— 


The Wachovia is qualified to render exceptional 
correspondent service . . . and does render it. 


WACHOVIA 


BANK AND TRUST COMPANY 
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What a 


Life Insurance Man 
should know about 


Trust Business 


By GILBERT T. STEPHENSON 
$1.25 

The author of this little handbook is 
among the far-sighted men who realized 
long ago the mutual advantage which 
could be had by cooperation between Life 
Insurance men «and Trust companies. 
Hence, he is in a position to present con- 
cisely the exact knowl which will be 
most valuable to the life underwriter. 
He has gathered into this single handy 
volume those facts—facts upon wliich the 
reader may oes both for their acc 
and their helpfulness in arranging life 
insurance trusts. Since such business is 
of mutual advantage to the underwriter 
and the trust company, the trust officers 
should be sure this little volume is avail- 
able for reference and use in the working 
library of each of his underwriter clients. 


Trust Companies Book Department 


Two Rector Street, New York 


NORTH CAROLINA 
Winston-Salem 





VERY _ banker 

trust man is often faced with arran 
life insurance trusts w 
accurate knowledge of certain phases. ci 
life underwriting. Previously, if he wished 
to inform himself, he had to recat choices 
many books on ‘life insurance, i 
oaly a little here and there ‘com a oor 

of material which had small bearing on 
his particular problem. Now he can find 
all he need rel in <~ oeiny prepared 
volume by Franklin W. Ganse. Here, in 
small compass, are the facts—the essential 
knowledge, concisely presented in a meatal, 


readable 
What 
Bankers and Trust Men 
should know about 
Life Insurance 
By FRANKLIN W. GANSE, C._L. U. 
$1.25 
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Two Rector Street, New York 
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The experience gained by more than 

a century of conservative banking serv- 

ice qualifies this Company to act in 

every individual and corporate trust 
capacity. 


CORPORATE TRUSTEE 
REGISTRAR 
DEPOSITARY 

TRANSFER AGENT 
DISBURSING AGENT 
PAYING AGENT 


® ¢ @ 


ACCOUNTS OF 
Corporations, Banks, Firms and Individuals Solicited 


CAPITAL and SURPLUS $35,000,000 











